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Stromberg-Carlson 
No. 1248 Magneto 
Desk Set 





PROVE THE SUPERIORITY OF STRO! 


AT JUNCTION CITY: Tested over an 18 mile line, grounded for three miles, the 


balance metallic, with four 19-A coils. Operator and 14 subscribers were rung with 





perfect satisfaction. Company superintendent also comparison-tested Stromberg- 
Carlson telephone with other makes, on a work bench, and stated ours ‘‘is the best.” 


| _ AT WILSON: Tested under conditions of hot, dusty weather and rusted sections in 


| grounded line. Ringing of the operator, transmission and reception reported ‘‘good.” 


STROMBERG-CAI 


Branch Offices: Atlanta 3, Chicago 6, Kansas Ci 


| ____ TELEPHONES, SWITCHBOARDS * SOUND EQUIPMENT, INDUSTRIAL AND INTEF 


idee ili hilly 
Miiebies: banat 
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BELL TELEPHONE LABORATORIES 


A great research organization, 
working to bring you the best 
possible telephone service at the 
lowest possible cost 


Telephone Relay 


about *% actual size 


12 (VK 


Ley you drop a nickel in a pay station and 
dial a call—or dial from home or office — as 


many as 1000 telephone relavs go into action. 


The relay is the little device illustrated above - 
an electrical switch that works far faster than you 
can wink. You probably don’t know it exists. But 
you couldn’t make a telephone call without it. 


These relays leap into service when you tele- 
phone. opening and closing circuits. They operate 
millions of times in their lifetime. 

Bell Telephone Laboratories designed this relay 
and some of the Laboratories’ best scientific minds 
are spending all their time improving it. 

Is it worth while to assign such great talent to 
so small a device? 

Here is the answer: There are more than 100.- 
000,000 relays in the Bell System and they represent 
one dollar out of every six spent for equipment in 
dial telephone exchanges. 


Design changes by Bell Telephone Laboratories 
have already saved millions of dollars in cost and 
greatly improved telephone service. It is this kind 
of research, especially in a time of rising costs, that 
helps keep your Bell System telephone service low 
in price. 


BELL TELEPHONE SYSTEM 
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VOICE FROM THE DEPTHS. A deep-sea diver made a tele- 
phone call from 50 feet below the surface off Santa Catalina Island 
near Los Angeles. He had found a rich abalone shelf — so big a 
catch that he couldn’t take it all, and he only wanted what he could 
sell. In spite of the absence of telephone booths that many fathoms 
down, he ascertained the day’s abalone market by means of a device 
on his diving helmet which enabled him to reach his desired party. 


That incident illustrates one of the many uses which the Pacific 
Telephone & Telegraph Co.’s ship telephone service is put to by 
more than 900 subscribers. It is part of a new era in marine com- 
munication which began in 1929 after a ship-to-shore conversation 
between the S.S. Leviathan and the American Telephone & Tele- 
graph Co. receiving station in New Jersey. 

The service is also a morale lifter. Fishermen who haven't seen 
their families for weeks are just as far from their fireplaces as 
the telephone. Some seafarers call their homes and tell their wives 
when they'll be in for dinner. Others order the dinner. 


From a business standpoint the telephonic communication system 
is a valuable investment. Using the ship-to-ship channel, the boats 
often notify each other when an especially big school of fish is 
sighted. 


INCONSEQUENTIAL CONSEQUENCES. George Bernard Shaw, 


the famous Irish playwright, never resents. but is always amused 
by people around him who capitalize on his friendship—particularly 
when the victim is a person of means. 

The press-agent of a movie company found it necessary to see 
Mr. Shaw on a business matter. A who was in charge of 
Shaw’s appointments that day demanded a $1,000 fee for himself 


for arranging the appointment. 


man 


The press-agent managed to reach the caustic Irishman on the 
telephone and reported this incident. 


“And did you pay him the $1,000?” Shaw queried. 

“Of course not,” said the press-agent. 

“No?” said Shaw, just before hanging up. 
me?” 


“Then why bother 


AH, WOMEN! “Yes. ma’am, weather conditions between here and 
the east are generally good,” Forecaster Paul F. Sutton of Chicago 


assured a woman who telephoned for information. Then he went 


on to explain cloud formations, icing conditions and wind directions. 


“But do you think the planes will fly from Chicago to the east 
tonight?” she asked anxiously. 


“Yes,” he opined. 


“Thank you. Then I think VIl send my letter air mail.” 
eee 


CLUCK, CLUCK. Police have to draw the line somewhere. The 
Bangor, Me.. force decided that time had come recently when a 
woman telephoned that a setting hen had deserted its eggs and 
“can an inspector come out and investigate?” 


THE PICK UP. An irate automobile owner telephoned the Aus- 
tin, Tex., police department to report that his car had been stolen. 
Several hours later he called again, apologetically. The car had 
been picked up by the finance company. 
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Senate committee votes out White Bill to reorganize FCC... . 
No further action likely to be taken on measure... . CWA 
meets in Spokane. . . . NARUC holds meetings with Bell on 
Western Electric prices and license fee and with Independents 


on relation of rates with size of exchanges. 


E MIGHT list under the head- 
surprises, the 
the Senate 
Interstate Commerce Committee in vot- 


ing of minor 


recent action of 


ing out the White Bill to reorganize 
the Federal Communications Commis- 
sion. The qualification “‘minor” sur- 
prise is used advisedly—because this 
action, coming so late in the congres- 
sional session, cannot be reasonably 
expected to result in passage of any 
new law on the subject before Con- 
gress adjourns. And since the 80th 


congressional session dies with the ad- 


ournment (barring a special session 


between now and the year’s end), the 


the White Bill 


more interesting 


action on 


committee’s 


must be viewed as 


than decisive. 


But it is noteworthy to the extent 


shows just what the sentiment 


is In the present Congress for reor- 


ganizing the FCC. And it points, in 
a general way, to the fact that it may 
be expected to come up with a much 
better chance of enactment when the 
Silst ( ngress meets next January. As 
finally approved by the senate com- 
mittee, by a vote of 9 to 4, the pro- 


posed amendment to the Communica- 


t would deal principally with 
comm on 


tions 


membership and_ radio 


matt Telephone company jurisdic- 
Hon the FCC was not changed in 
any ceable degree by the commit- 
tee’s 

As membership, the President’s 
powe) appointing the chairman of 
the F¢ would be taken away and put 
on an tomatic rotation basis. In this 
Way, n member would successively 
eabig ‘hairman during the last year 
of his ‘m. The other six members 
would divided into two panels: One 
for ra broadcasting, television, and 
other iblie wireless services; the 
\JUNE 9, 1948 





other panel would deal with commer- 
cial point-to-point communication serv- 
ices, including telephone companies, 


telegraph companies, and commercial 
radio and cable services. 

the 
senate committee bill comes to directly 
regulation of the inter- 
telephone industry. In other 


words, telephone cases before the FCC 


This is about as near as new 
touching the 


state 


would come up before a panel of three 
members and only on review would the 
work of the carrier” panel 
come before the full FCC membership. 

As to 


of passing 


“common 


changes, it might be 
interest to know that the 
new bill would give the FCC authority 
to check the content of radio programs 
in deciding whether or 


policy 


not broadcast- 
ing licenses should be renewed in the 
public interest. The FCC already takes 
the position that it has such authority 
and the new bill would simply clarify 
that The FCC still would 
not have any authority to censure the 
content of radio programs or interfere 
What 
the senate committee is trying to work 
out is a grant of authority to the FCC 
to extend some preference in renewal 


position. 


with free speech over the radio. 


licenses 
to those stations which make an effort 
to keep their programs entertaining, 
informative, and instructive without 
too many burdensome commercials, ete. 
feature of the new bill 
also would clarify by confirmation the 
FCC’s present policy of limiting broad- 
casting stations to 50 kilowatts of 
power. (Standard “amplitude modula- 
tion” broadcasting, that is.) Such a 
ceiling is opposed by some large broad- 
casting station interests, who want to 
increase their station strength to 
“super power” limits—as much as 750 
kilowatts. 


of radio broadcasting station 


One other 


Although, as stated, this senate com- 
mittee action on the FCC bill is just 
one of those 11th-hour stirrings which 
not mean anything, the FCC, 
itself, can expect to get continued at- 
tention for the rest of the year, session 
is the effect of 
charges made by Representative Hebert 
(D., La.) that the FCC has. been over- 
sympathetic to Communists and fellow 
the 


licenses 


does 


or no session. Such 


radio 
pro- 


granting of 

and other 
tepublican congressman, 
tepresentative Vursell of Illinois, has 
joined Hebert in demanding that the 
House Committee on Un-American Ac- 
tivities keep a weather eye on the FCC 
and its alleged “pink” tendencies. The 
House Committee on Un-American Ac- 
tivities, of course, is one of those spe- 


travelers in 
broadcasting 
cedures. A 


cial committees authorized to continue 
its investigations whether Congress is 
in session or not. It is understood that 
the committee has agreed to turn over 
the charges concerning the FCC to its 
for appropriate action. 
controlled 


investigators 
The committee 
can use this as a poker in the fire to 
the FCC in political 
neutrality. 

This may mean very little actually, 
but in the coming hot summer months 
of a still hotter political campaign, in 


tepublican 


keep line on 


which radio and television are playing 
a bigger part than ever—the idea of 
a full-time watchman hanging around 
the Washington another one 
of the mental hazards which the FCC 
will have to suffer. 


scene is 


eee 

It was probably just one of those 
coincidents of time and place that 
President Truman decided to pay a 
surprise visit to the annual meeting 
of the Communications Workers of 
America (CWA) which opened re- 


cently in Spokane. The President hap- 
pened to be stopping in the city on the 
Pacific northwestern leg of what is 
now laughingly referred to as his “non- 
political campaign tour.” But it is 
interesting to note that what the Presi- 


dent had to tell the CWA seemed to 
have struck more fire among his po- 
litical opponents in Congress than 
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anything else he said before or after, 
on his entire trip. 


It will be recalled that before he got 
to Spokane, the President had been 
hammering away on the refusal of the 
Republicans in Congress to go along 
with his ideas of spending on reclama- 
tion projects. Following this New Deal 


policy, Truman evidently hoped _ to 
arouse the interest of the western 
voters — especially since the 54-year 


record flood conditions of the Columbia 
River gave such an argument a certain 
amount of buildup. But the Republi- 
cans in Congress, working frantically 
on the homestretch of adjournment, 
paid little attention to Mr. Truman’s 
defense of his reclamation 
policies. For that matter 
the press nor the leading 
candidates. 


bureau 
neither did 
tepublican 


But when Mr. Truman dropped in 
at the meeting of the CWA, he as- 
sumed a different attack. He began 
jumping on the Republicans in Con- 
gress for passing the Taft-Hartley Act. 
And he warned the telephone union 
workers that if they still felt as he did 
about the inadvisability of such labor 
legislation, they had better do some- 
thing about the congressmen who voted 
for it, when election day comes around 
next November. It was following this 
impromptu and unscheduled talk that 
the President made his famous remark 
about this being the worst Congress in 
the nation’s history. 

That did it. 
had been 
President’s 


Republican leaders who 
merely yawning the 
water-power oratory and 
not even bothering to reply, immedi- 
ately began issuing ‘‘you-are-another” 
type of angry retorts. The significance 
of this seems to be that the Republican 
leadership in Congress is more sensi- 
tive about its record on labor legisla- 
tion than it is the 
President’s big spending for 
public projects in 
states. 


over 


about 
lead on 
works 


following 


western 


Aside from the Truman episode at 
Spokane, the CWA meeting was rela- 
tively quiet. The main item of interest 
was the opening statement of CWA 
President Joseph A. Beirne, which 
plainly indicated that he expects CWA 
to join up with either the American 
Federation of Labor or the CIO. He 
criticized both of these larger national 


labor organizations for splitting the 
nation’s labor movement. He said that 
the division was based in part upon 


“greed and lack of brotherly concern” 
of a few labor leaders. 


But Beirne went on to say “I be- 
lieve telephone workers can make their 


contribution to the erection of a man- 


sion for labor by being joined with 
either the AFL or the CIO. I think 
14 


the time has arrived for us to submit 
the question to our members so that 
they can establish, in a free manner 
and by secret ballot, what their 
thoughts are on this question.” Beirne 
said, however, that the telephone work- 
ers are entitled to know what position 
and place they would occupy in either 


the AFL or CIO before any referen- 
dum is taken. 
Discussing needed changes in the 


Bell System pension plan, Beirne ad- 
vised CWA leaders to try to prevail 
upon those non-CWA which 
make “an annual pilgrimage” to stock- 
holders’ meetings to cease in the name 
of telephone workers’ interests. (This 
was evidently a reference to the CIO 
American Telephone Workers Union.) 


unions 


“We should set our sights on what 


will probably be a long-term project 
to get telephone companies to bargain 
on pension changes,” he said, “but 
these changes will almost be impossible 
of attainment at the bargaining table 
so long as the stockholders are asked 
to make changes and then “o. 
Beirne said 


say 
no management would de- 
liberately reverse the stockholders’ re- 
fusal to make changes. 

Beirne suggested that the convention 
take a “forthright position” in general 
election politics this year. ““‘Wages and 


working conditions can be pushed back- 
wards if we the 
em- 


permit 
elected,” he 


and others 
wrong people to be 
phasized. He also urged consideration 
of the formation of a progressive po- 
litical party “having its main roots in 
He said he 
studying, with others, a 
program for launching such a party 
after the November, 1948 elections. 


the labor movement.” was 


in favor of 


The following day the CWA conven- 
tion voted (7-to-5 


margin) to ease 
membership voting requirements on 
any question of affiliation with any 
other national union. The new lan- 
guage of the CWA constitution now 


states that “the affiliation or disaffilia- 
tion of the (CWA) 
other labor organization 


union with any 
shall be ac- 
complished solely by referendum of the 


entire membership.” 
eee 
The agitation in regulatory circles 
for a change in the fixed percentage 
license fee charged to Bell System op- 
erating companies by the AT&T is con- 
tinuing. Fifty state commission repre- 
sentatives were in attendance at a 
meeting of Mountain-Pacific States 
Conference of Public Service Commis- 
sions held in Salt Lake City on June 3 
and 4. The adopted the 
resolution which urged upon the tele- 
phone committee of the National Asso- 
ciation of Railroad & Utilities Com- 
(NARUC) the 


conference 


missioners 


following 


matter for consideration: That actual 
cost instead of the present percentage 
of gross revenue should be used «s q 
basis for determining Bell System 
contract fees. Other resolutions ex- 
pressed continued support of the W est- 
ern Electric cost studies and reaffirmed 
the opposition of the western commis- 
sioners to the federal excise taxes on 
communications. Andrew J. Zimmer. 
man, a commissioner from the state of 
Washington, led the movement at the 
conference and discussed the situatior 
before the resolution was passed. 

Mr. Zimmerman said: “We must al- 
low that are actual, 
engineering, and 
but costs dealing with servicing securi- 


costs 


operation, 


affecting 


research, 


ties properly fall into holding company 
operations and should be questioned as 
a charge against 


the operating com- 


panies.” 


Other similar costs would fall int 
the questionable category, according t 
objections raised in_ several _ states 
where the AT&T fee has been unde: 
scrutiny in rate cases. These includ 
the cost to AT&T of income taxes 01 
dividends received from the subsidi- 
aries, and the cost of holding capita 


funds in readiness for the operating 


concerns. 
New 
telephone 


Meanwhile in 
NARUC committee 
approve a preliminary or 
staff committee investigation of 
prices and profits of Western Electric. 
This NARUC committee, thereafter, 
decided to send a letter to AT&T initi- 
ating a special inquiry on the 1?» pe 


York City, the 
met t 
pilot report 
on a 


cent gross revenue content. 


This step was taken following a con- 
members of the com- 
Wilson rf the 
organization 


ference between 
mittee 
AT&T, 
cooperating with the committee’s 
Matt L. 


President 
whose 


and 
bee! 


‘' ork. 


has 


McWhorter, chairman of the 


telephone committee and membe1 

the Georgia Public Service Commis- 
sion, indicated that some change ma) 
have to be made in an old report of 


a former NARUC telephone committee 
which substantially upheld the 
contract 


cense 


and percentage fee arrange 
ment. It is understood that this !icens¢ 
contract has been called into question, 
to some extent, in rate cases in the fol- 
California, 


New 
Rhode Island, Tennessee, Vermont, an¢ 


Alabama, 
Kansas, 


states: 
Idaho, 


lowing 
Georgia, Jersey, 


Wisconsin. 


The telephone committee 
port” is expected to point the way © 
control of Western Flectri¢ 
prices in telephone rate cases. 


Hi t re- 


closer 


The day after the committee met 
with Bell officials, another meetiig W4* 
held with Independent telephon ndus- 

(Please turn to page °4 
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PROBLEMS OF INDEPENDENTS 
In Obtaining Now. (Capital 


By P. P. STATHAS* 


SHALL 
briefly certain 


endeavor to review only 


recent trends which 


have aggravated the problems of 


obtaining new capital for expansion by 
the Independent telephone companies. 


Primary consideration will then be 


given to the problems themselves and 


the ways and means of overcoming 


them. I shall also outline the principal 


requirements of lending institutions 


and other purchasers of securities 


which must be met in order to carry 


ut a suecessful plan of financing un- 


der today’s conditions particularly, 


what information and statistical data 
you must furnish them 

The vast amount of new capital 
which is required in the postwar ex- 
pansion and conversion program of the 


telephone industry—both the Bell Sys- 


tem and Independents is generally 


well known. These large new capital re- 


quirements, coupled with similar and 
even larger requirements by _ other 


itilities and industry in general, have 


themselves the im- 
portant problems of raising capital to- 


day. In 


created one of 


other words, the demand for 


additional capital has resulted in a 


competitive condition in the capital 
market which makes the raising of 
new money at reasonable cost a more 


dificult problem now than it was when 


the demand was not so great. 


The present situation is not surpris- 
ing when the volume of new money 
secu) issues of recent years is con- 


sider 


During the three war years, 


1943, 1944, and 1945, security issues 
representing new capital for all in- 
dustry averaged about $840 million per 


year, and in 1945 alone such issues 
aggrevated more than those for the 
prior two years combined. Compared 
With lis record, 1946 new money 
financing was $314 billion and the total 
for 1917 exceeded $4%4 billion, Thus, 
a la portion of the funds aceumu- 
lated institutional and other inves- 
tors ring the war period has been 
utilize’ through the large amount of 
new mey offerings since V-J day. 
Phetns — is senior partner of Duff & 
lok licago, Ill. Address before New 


vention 
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The savings of individuals available 
for investment also have declined sub- 
stantially below the wartime peak as 
the 
high 


a result of greater flow of con- 


sumer goods, income tax pay- 
ments, and a generally higher cost of 
living. 
Accordingly, new money securities 
today must be sold in a buyer’s rather 
than a seller’s market, and, as would be 
expected under such conditions, the buy- 
ers can be more choosy and they now 
select the risks and better equities with 
greater care. Furthermore, they may 
now insist on stronger indenture terms, 
including sinking fund provisions, as 
terms 
taining to preferred stock issues. 


From all 


well as generally stricter per- 


indications, new capital 


needs of industry, and the utilities in 
particular, are going to be abnormally 
large for several years more. Although 
a high proportion—about 85 per cent 
of the 
capital needs are 


manufacturing industries’ new 
financed through in- 
ternal funds, and only a _ relatively 
small part by public financing, the re- 
verse is true with electric and gas utili- 
These 


vital public service organizations must 


ties and telephone companies. 
obtain the major portion of their new 
capital through public financing, even 
substantial depre- 


though amounts of 


ciation cash and retained earnings are 
reinvested in new property. 

It is well recognized that the great- 
est competition which the telephone 
industry faces in the new money capi- 
tal market the 
utilities. 

Of course, everyone is familiar with 
the huge amount of 
penditures being 
System. 


comes from electric 


construction ex- 
made by the Bell 
About a year and a half ago 
the president of that system announced 
that it would spend $4 billion as rap- 
idly as the work could be done. During 
the past two years the plant account 
of the Bell System has been increased 
nearly $1,650 million, and in the same 
period approximately $1,580 million of 
cash was obtained through the sale of 
new money securities. This would in- 
dicate that its program still involves 
the expenditure of nearly $2%% billion 


over and that 


new 


the next several 
substantial 
securities 


relatively 


years, 

amounts of 
must be 
small 


money 
sold since only a 
portion of these ex- 
penditures are financed out of internal 


funds. 


This brings us down to the Inde- 
pendents, and although various esti- 
mates have been made from time to 


time in 
that the 
gram of the Independents as a whole 
may approximate $500 million, While 
this small 


amounts, it 
near-term 


varying appears 


construction pro- 


amount seems relatively 
with the electric in- 
dustry and the Bell System, the prob- 


lem of 


when compared 


raising sufficient new money 
to carry out such a program is never- 
theless a major one for the Independ- 
It is a sizeable chunk for the new 


capital investor to digest, on top of the 


ents. 


new money requirements of the other 


utilities and other industries. 
Incidentally, the 


erated by 


new money gen- 
life insurance companies in 
this country as a whole, excluding re- 
funded corporate bonds but including 
maturing real estate mortgages, prob- 
ably than $6 


large in 


amounts to less billion 
year. 
tionship to 


ments of all 


This is not 
the 
industries for the 
Therefore, it 


per rela- 


new money require- 
next 
several years. looks as 
will 


rather 


continue to be in a 
market 


though we 
than a seller’s 


for some time to come. 


buyer’s 


Although there are some exceptions 
the gen- 
erally recognized that the credit of the 
Bell System is 
which 


among Independents, it is 
higher, 
time to 
unsecured obli- 
gations at a fairly reasonable cost of 
money rate. It 
of the larger electric and natural gas 


considerably 
it to from 
time either secured or 


enables sell 


is also true that most 


utility companies enjoy high credit 
standings and generally have well bal- 
anced capital structures. They also 


have been able to sell debt securities at 
fairly attractive rates, although in both 
the case of the Bell System and the 
electric and natural gas utilities the 
has tended to 
within the last year or so. 


cost of money increase 
One factor which has materially as- 


15 





sisted the Bell System in financing its 


large expansion program is the low 
debt ratio which existed prior to the 
time most of this new money was re- 
quired. For many years it had fol- 
lowed the policy of having a capital 
structure consisting of about one-third 
debt and two-thirds common equity, 
with only a negligible amount of pre- 
ferred in the system. Although addi- 
tional equity has been provided, prin- 
cipally by the sale of AT&T common 
and debentured convertible that 
stock, the debt which 
have been issued tended to in- 
the over-all system debt ratio 
to nearly 50 cent of aggregate 
capitalization, and it is probable that 
the debt ratio will exceed this figure 
before the overall program 
completed. It is expected, however, 
that as market conditions permit, the 
Bell System will 
bring its capital 


into 
securities 
have 


new 


crease 
per 


has’ been 


again attempt to 
structure back into 
balance, although it may be some time 
before the one-third, two-thirds 
is again attained. 


ratio 


Among the Independents, the finane- 
ing problems faced vary tremendously, 
and depend to a large extent on the 
composition of the existing capitaliza- 
tion of the individual companies. There 
are, of course, a number of Independ- 
ents with no debt, and these are, ob- 
viously, in a much better position to 
handle their expansion and conversion 
programs than the companies which 
already have a large amount of debt 
and preferred stock in relation to their 
total capital structure. 


Before commenting on the various 
ways and means which might be em- 
ployed in the raising of new capital, 
it is well to mention the recent trend 
in earnings in the telephone industry, 
particularly among the Independents, 
since this factor presents just as great 
a problem in financing additional re- 
quirements as does the capital struc- 
ture of the companies. 


Such subjects as rising wage costs, 
declining earnings, low rate of return, 
and the need for 
have 


increases in service 
frequently 
and thoroughly in recent times by tele- 


phone men at association meetings and 


rates been discussed 


in various trade magazines. There is 
no need for me to discuss any of these 
subjects in detail, but the effect of 
reduced and inadequate earnings on 
the ability of Independents to finance 
their capital 


requirements cannot be 


completely ignored. 


While investors generally are more 


concerned with the future earnings 
ability of a borrower than with the 
past record, they, nevertheless, ap- 
praise the future possibilities in the 


light of past and current trends—and 
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these trends have not been too en- 
couraging of late. The operating ratios 
of the Independents have risen con- 
siderably during the past several years. 
While the same holds true for indus- 
try in general, other branches of the 
utility industry such as natural gas 
or electric, are still blessed with lower 
operating ratios and 
with more favor by 


can be viewed 
lending institu- 
tions, other factors being equal. 


We all recognize certain fundamen- 
tals which can be summed up as follows: 


(1) The telephone industry, per- 
forming as it does a vital public serv- 
ice, must provide a huge amount of 
additional facilities to take care of ex- 
isting business and serve additional 
subseribers clamoring for service- 
and in this connection all of us cer- 
tainly agree that this must be done 
on a private enterprise basis and not 
on a socialized or subsidized basis. 

(2) Such an expansion program re- 
quires a large amount of new capital, 
most of which must come from the sale 
of securities to investors. 

(3) To attract these investors, the 
industry must demonstrate that the in- 
vestment is a safe one and that rea- 
sonable assurance of a fair income re- 
turn is provided. In this connection, 
the competition for new capital money 
previously mentioned influences the in- 
come return which investors expect and 
can obtain. 

(4) If a telephone company is to 
provide such assurance to investors, it 
follows that the earnings must be 
there—both in good times and poor. 

(5) This brings us right down to 
the topic of unusual current interest 
the necessity for service rate increases 

a subject which is receiving wide at- 
tention and discussion. 


As I see 
ties in this country must recognize the 
fundamentals which I have enumerated 


it, the regulatory authori- 


and in 


addition—they must grant 
merited rate relief promptly and ade- 
quately. With some exceptions—and 
a few notable ones—the regulatory 


indicated their 
sympathetic understanding of the prob- 


bodies have already 


lems involved and have acted with 
reasonable promptness in many cases. 
If a more critical situation than now 


exists is to be avoided, the regulatory 
authorities must continue their under- 
standing and prompt action in matters 
of rate relief—especially until the ma- 
jor expansion period is passed. 

The the 
need for prompt regulatory relief pre- 

that applicants 
reasonably well in order. By 
the management 
operations 


foregoing remarks as_ to 


suppose have their 
house 
that I 


show 


mean, 
that are conducted 
efficiently and that the service being 
rendered is on as high a standard as 
the existing facilities permit. Of course, 
much more than just that is necessary 
in obtaining rate relief, but those two 
prerequisites impress me as being ex- 


must 


tremely important. There have ‘ey 
cases where the quality of service has 
temporarily suffered because of de'ays 
in the delivery of equipment and ma- 
terials or other causes beyond the con- 
trol of management. In some of these 
cases the regulatory commissions in- 
volved have taken a short-sighted \ jew, 
in my opinion at least, when they re. 
fused rate increases or 
arbitrary rate 
service is improved. 


even or‘ req 
until the 
Such an attitud 
can only lead to further deterioratioy 


reductions 


of both service and the company’s abil- 
ity to the 
funds with which to meet the growing 


raise required additiona 


demands of its service area. 


the degree of 


Indepe lent 


that 
achieved by an 


It is 


success 


apparent 


in obtaining necessary rate relief whe 
the 


pursuing 


needed and aggressiveness den 


onstrated in such matters 


will have a direct relationship to th 
financing of its requirements on a sati 
factory basis. Care should be take 
however, so as not to increase rates 
beyond the value of the service t the 


could 


this 


subsequent pet 


subscribe Fs because 
boomerang in a 


economic depression. 


the 


one 


3efore leaving subject of rat 


increases, there is point whicl 


believe should particularly be kept 


mind at the present time—the possible 
effect of the so-called “third round’ 
of wage demands. While the extent 


and possible effect of any such demands 


cannot now be accurately gauge 


most cases, management should, in n 
opinion, be on its toes and prepared f 


action in seeking quick rate relief 


offset any further wage increases that 
may result. In an industry hic 
wages already constitute such a hig! 


percentage of operating costs, pr‘ 
paredness on the part of management 
to offset further increases is one of 
most important functions in the 


certain times. 

In the telephone industry, the operat 
ing payroll now consumes 55 cents 
the 
corresponding figu! 


60 cents of gross revenue dolla 
whereas the 


the natural gas and electric uti 


dustries are about 13 cents a PA 
cents, respectively. Obviously, in a pe 
riod of rising wage rates, investors 
look with more favor upon those indus 
tries which have a lower component 0! 
wage costs in terms of the _ revenw 


dollar. 


Although one of the major obje 
tives in the conversion of exchanges 
from manual to automatic operat! 
is the saving in traffic departmen! 
wages, many Independents will not fe 


the beneficial effect for some time yet 
This is particularly true 
tially the percentage of manual y 0” 
erated exchanges is high and the pro 


whe inl 
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gram is to require several 


con plete. 


years to 
Also, even after conversion, 
waves of other employes will continue 


to be an important element of cost, 
and then there are some _ situations 
where full conversion is not economi- 


cally justified. However, looking at the 
long-range picture, the economies which 
will be achieved through conversion are 
ubstantial the 
the 


and will 


relief 


wage costs. 


reduce need 


for rate occasioned by fluc- 


tuation in 


However, as you all realize, the cost 


of mversion to automatic operation 


naer 


today’s conditions is not cheap. 
The same is true of all other construc- 


tio Recent estimates show that the 
cost of new telephone facilities runs 
from 80 to 100 per cent higher than 
during the prewar period, and in some 
eases even above that range. In the 


case of several medium-size Independ- 
ents we have recently studied, estimates 

entral office conversion costs av- 
This, 


SYS- 


aged around station. 


$125 pel 


course, with individual 


Varies 


e diminishing value of a dollar in 
ding telephone facilities today in 


comparison with the prewar period has 


ad the effect of approximately dou- 


ling the cost of borrowed money, con- 


sidered in terms of equivalent dollars. 
In other words, $100 of 342 per cent 
money in prewar days would do the 


work of about $200 today, which means 


that the annual cost of money _ bor- 

wed to provide equivalent facilities 

yu now be 7 per cent instead of 
cent. 

of course, unfortunate that dial 

sion and the vast expansion fac- 

ng dependents comes at a_ period 

f construction costs. Our studies 

vidual systems, however, indi- 
cate at dial conversion is more than 
am} ustified even at these high con- 
stru m cost levels. We have found 
that e concomitant saving in operat- 

g bor and other costs resulting 
fron al conversion are sufficient to 
proy an annual return on the con- 
vers nvestment of from 12 per cent 
to 18 per cent after depreciation, but 
bef necome taxes. This means that 
dial ersion not only carries its own 
velg but also helps to carry some 
if t nancial load of the manual ex- 
chan from the over-all rate of re- 
tury indpoint of a given company 
urt more, as you know, dial con- 
vers mproves the quality of service 
and fies higher rates. 

U1 rther problem which some In- 
depe ts are experiencing in financ- 
ng | een created by the attitude of 
certaii state commissions in cases of 
hegot d private sales of securities to 
Mnstit nal investors. Attempts have 
deey 


le in some cases to dictate the 
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Washington Independent Tele- 


phone Association and Oregon 


Independent Telephone Associa- 
tion, Davenport Hotel, Spokane, 


Wash., June 25 and 26. 


Rocky Mountain Telephone As- 
sociation, Albany Hotel, Denver, 
Sept. 16 and 17. 


Michigan Independent’ Tele- 
phone Association, Hotel Olds, 


Lansing, Sept. 23 and 24. 


United States Independent Tele- 
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phone Association, Stevens Hotel, 


Chicago, Oct. 11, 12 and 13. 


South Dakota Telephone Asso- 
Hotel, 
and 21. 


Cataract 
Oct. 20 


clation, 


Falls, 


Sioux 


The North Carolina Independ- 
ent Telephone Association, Grove 
Park Inn, Asheville, Oct. 25 and 
26. 


Missouri Telephone Association, 
Hotel, City, 
15 and 16. 


Governor 


Nov. 


Jefferson 








terms of the deals, even though these 
matters had been satisfactorily agreed 
the 
formed investor. 


and an in- 
As I see it, the delays 


upon between seller 


and difficulties 


caused by such com- 
mission action is totally unwarranted, 
especially when the terms, rate, etc., 


are reasonably well in line with cur- 
rent market Fortu- 
nately for the majority of Independ- 


money conditions. 
ents, there are only a few commissions 
which attempt to extend their author- 
ity into matters such as this which, as 
I view it, functions of 


are basically 


management. 
the basis of 
this kind 
Independents, particularly the 


It seems to me on ex- 
that 


smaller 


perience in matters of 
ones, could raise their additional funds 
more readily and probably on a lower 
money 


with 


over-all cost, through negoti- 


ated deals institutions 
rather than through public offerings or 


competitive bidding. 


lending 


I, therefore, urge 
that under existing money market con- 
ditions the 


should view such negotiated deals in a 


regulatory commissions 
cooperative and open-minded spirit. 
There is, of course, no fixed formula 
for determining the amount and type 
of each class of securities which should 
be sold to provide funds. 
together with 
careful business judgment of the prob- 


expansion 
Existing capitalization, 


able future course of earnings and of 


other foreseeable conditions, are the 
primary determining factors. 
Experience has shown that the tele- 
phone industry suffers to a proportion- 
ately greater extent than the electric 
or natural gas utilities in a depression 
period. The same is true in a period 


of rapidly rising prices, particularly 
Thus, it is obvious that 
the telephone companies should not in- 
their debt ratio to as high a 


level as these other utility groups. 


wage levels. 


crease 


At the end of 1946, the percentage of 


debt to total capitalization averaged 


and 


about 38 per cent for the Bell System, 
12 per cent for some 260 Class A and 
B Independents reporting to the United 
States Independent Telephone Associa- 
tion, and about 47 per cent for the 
major electric and gas utilities of the 
country. These ratios have risen ap- 
preciably since 1946, but I do not have 
later data for the Independents as a 
group. The Bell System ratio went 
up to over 48 per cent at the end of 
1947, and I believe the electric and gas 
utilities now 


closely approximate 55 


per cent. 

Many of the Independents, particu- 
larly the smaller ones, have little or no 
debt, and are therefore in a favorable 
position to incur a reasonable amount 
to finance their requirements. How- 
ever, the size of the new capital re- 
quirements may make it necessary, or 
at least 


desirable, to addi- 


I do not believe 


provide 
tional common equity. 
that, on the average, Independents 
additional debt securities 
which would take them much beyond 
the 50 per cent debt ratio point, but, of 
course, there are some exceptions where 
a higher debt may be justified. For 
example, in a situation where the cash 
flow seems adequate upon completion 
of the construction 
objection to a 


should sell 


program, I see no 
heavier debt ratio to 
start with provided a sizeable sinking 
fund is adopted so as to reduce such 
ratio over a reasonable period of years. 

Now, within the framework of eco- 
nomically justifiable debt, the 
pendent must the type of se- 
curity which is best suited to its own 
situation and which can be sold on the 
most advantageous basis. 


Inde- 
choose 


Mortgage bonds and 
bentures are 


unsecured de- 
extensively used as a 
financing medium by the Bell System 
many Independents. 


tax 


Considering 
the advantages, the av- 
erage cost of money, even under today’s 


income 


conditions, is far below that afforded 
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The 


by equity securities. net cost of 
money on a 4 per cent debt security 
is about 2.6 per cent after considering 
the present 38 per cent tax rate 
slightly above 2.6 per cent for smaller 
companies in the lower tax brackets. 
Accordingly, it may be seen that a 
company could pay 2.6 per cent in net 
interest plus a 2 per cent or 2% per 
cent annual sinking fund and _ still 
keep the annual cash outlay equal to 
or below the dividend cost on a 
ferred stock issue. Furthermore, it 
is now difficult to sell a preferred stock 
to institutional buyers without provid- 
ing an attractive annual sinking fund 
plus tight restrictions. 





pre- 


In any type of debt financing, the 
Independent should guard against in- 
curring combined debt repayment and 
interest charges beyond the earning 
power capacity of the new facilities 
which such financing will build. I do 
not infer that it is harmful to 
to temporary bank loans where 
manent financing will shortly replace 
them. But longer-term—five or 10 
year—serial bank loan financing is not 
a desirable course, in my judgment. 
Again, there are probably some excep- 
tions, particularly if a proportionately 
large amount of common equity is be- 
ing provided, but a 25-year debt se- 
curity with a reasonable sinking fund 
provides more flexibility and, therefore, 
is more desirable from the company’s 
standpoint. 


resort 
per- 


So long as current market condi- 
tions continue it does not appear likely 
that any large portion of the Inde- 
pendents’ expansion program will be 
financed by the sale of preferred stocks 
to institutional investors. While this 
medium ordinarily provides permanent 
capital without maturity, of late this 
is not so true. In addition to the very 
attractive yield which must be 
vided, institutional investors now gen- 
erally have little interest in an issue 
which does not also have a fairly stiff 
sinking fund. Thus, such an issue may 
not be regarded as strictly permanent 
capital. 


pro- 


In some Independents have 
sold preferred stocks locally on an at- 
tractive basis. A recent example was 
the $1,200,000 of 4%4 per cent preferred 
sold by Northern Ohio Telephone Co. to 
people in its operating territory—prin- 
pally through offerings to telephone 
subscribers. There are possibly a num- 
ber of Independents which could con- 
summate similar sales. One factor 
should not, however, be overlooked— 
that is the possibility of extremely ad- 
verse reaction locally in the event of 
inadequate earnings and the passing of 
dividends in some future period of poor 


-ases, 


business conditions. The same condi- 
tions would be faced in the case of 


locally sold common stocks. In other 
words, this avenue might lead to poor 
public relations in the future. 


A number of companies will have to 
sell additional preferred and/or com- 
mon stock in order to keep their capi- 
tal structure in balance. These stocks 
will have to be marketed to present 
stockholders or to other individuals 
since the institutional market 
limited, if not entirely non-existent, for 


is very 


securities of this type, under present 
conditions. The sale of these 
to individuals can be accomplished, but 


stocks 


it will require rather generous com- 
missions to the underwriters or sales- 
men. 

During this period of expansion 


some unbalance in the capital struc- 
ture of Independents is bound to occur, 
and I feel that, here again, regulatory 
commissions should sympathetically 
recognize the condition without impos- 
ing which would hamper 
financing. debt-heavy 
company should be required to retain 
more of its earnings in the 
than one with a well-balanced capital 
structure, but a regulatory restriction 
should not eliminate flexibility or tie 
down the company to a point 
additional cannot 
be sold. 


restrictions 
Obviously, a 


business 


where 
securities possibly 

The Bell System companies and sev- 
eral of the larger Independents have, 
in recent years, sold their new capital 
registered competi- 
bidding deals. The 
requirements in these cases are pretty 
much standard, and the type of infor- 


securities through 


tive registration 


mation required is’ generally well 
known. The preparation of a registra- 
tion statement is, of course, time con- 
suming and expensive, particularly in 


relationship to small-size issues. 


On the other hand, a number of 
Independents have raised their re- 
quired funds through direct private 


with insurance 


lending 


placement 
or other 


companies 
institutions. This 
avenue is likely to become more preva- 
lent and may well 
able, particularly 
telephone 
mind, I 


prove more desir- 
the smaller 
companies. With this in 
thought you might be in- 


terested to know what type of infor- 


for 


mation these lending institutions would 
require from you in the 
securities 


considering 
purchase of your proposed 
or extending you bank credit. 


had consider- 
able experience in such private place- 
ments. 
our 


act 


Incidentally, we have 
We have been called upon by 
whom we 
as engineering and financial con- 
sultants and have analyzed many In- 
dependent companies who have placed 
their 


insurance clients for 


bonds, debentures or 


preferred 
stocks privately with such clients. The 


items of information which I will out- 


line to you are based upon such ¢x- 
perience and will cover only the main 
points. Such information can reac ily 
be compiled from your records if t\iey 
are in good shape. 

The lending institutions will wan: to 
know a great deal about the territory 
in which you operate, particular], 
to its economic stability and the princi- 
pal income support of the population 
which you serve. If it is an 
which industry plays an important 
part, they will want information at 
will show, over 
stability of the 
and the effect 


area in 


a period of time, the 
principal 
thereon 


industries 
of business re- 


cessions. This is important because 
the economy of your subscribers js 
largely dependent on the success of 
industry in a community such as this, 

They also will want information as 


to the population trend, its past sta- 
bility and 
the current trend is. 
lated 
ties which are dependent largely upor 


growth, as well as lat 
In the less popu- 
areas and the smaller communi- 
the surrounding agricultural economy, 
statistical data pertaining to farm in- 


come and prosperity will be helpfu 
There are many other factors whicl 
affect the economic background of a 


service and usually there is a 


information 
through governmental agencies, cham- 


area, 


great source of available 


bers of and trade 


commerce, associa- 

tions. 
It can all be summed up by saying 
that the potential investor is going t 


satisfy himself as to the attractiveness 
of the territory in which you operate, 


and the more information on this sub 


ject which you can gather the bette 
off you will be in your dealings wit! 
these investors. 

To show how you have shared the 
growth and prosperity of the servic 
area you should furnish a tabulatio1 
showing the number of company-owned 
stations at the end of each year f 
say, the pre-depression peak year, the 
subsequent depression year, and eac 


year thereafter. Also furnish the num- 
ber of company-owned stations in serv- 
ice at the end of the latest available 
month and at the end of the corre 
sponding month of last year. If somé 
of the station growth is due to acquis 
switcher stations 0! 
other properties, show in each case th 


tions of former 
number of stations so involved 
With respect to your physical prop 


erty, they will be primarily intevreste' 


in how well it has been engineered 
designed, and constructed, as | as 
the condition in which it has _ bee 
and is now being maintained. The! 
will, of course, want to know t age 
type and other information concerning 


the principal items, such as 


(Please 


property 


turn to page 34) 
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UE to the universal increase in 
the use of telephone service, one 
line is often not adequate in 
many establishments. This is especially 
true in the small business establish- 
ment and even in many large resi- 
dences. When more than one line is 
required, it appears that the small 


dial system will provide an ideal means 
this 
this system, each station has ac- 


of furnishing expanded service. 
Wit 


cess to two or more trunks over which 


utside calls may be made, and inter- 
communication service is also avail- 
able 

Incoming calls are announced by a 
suitable signal and any station may 
answer. Moreover, any station may 
hold an incoming call and dial another 
station whenever necessary. The origi- 


then switch back to 


he trunk connection. 


nal station may 
These small dial 


systems are extremely flexible and may 


be ed, without the need of an op- 
erator, to meet even the most com- 
plicated service requirements. We pre- 
lict that many of these systems will 
be placed in service during the next 
Tey ‘ars. 

eee 

We are advised by one telephone 
equ ent manufacturer that it is nec- 
essa for them to carry 30,000 active 
piece parts at all times. 

e ee 

1 accompanying photograph was 
sent us by C. D. Ehinger, general 
ma) r, Citizens’ Telephone Co., De- 
catu Ind. 

Mr. Ehinger states that his company 
has n using small, portable pole 
hole ging equipment for some time, 
but that they have experienced diffi- 
culty lifting the equipment out of 
the after it had been dug. Hence, 
the lopment of the rig shown in 
the ire. 

A ill “A” frame was mounted on 
the t end of a combination line 
truck. This is certainly an entirely 
differ approach from the usual 
boom d winch line. Actually, a winch 
“ine not used, but an electrically 
powe Winch is suspended from the 
top the boom. This arrangement 
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has proved extremely satisfactory since 
it provides “push-button” control of an 
up and down movement of the digging 
equipment. 

This company has learned that two 
men can easily dig from 40 to 50 holes 
in an eight-hour day with this equip- 
ment and without the extreme fatigue 
that formerly accompanied the job. 

As to the cost of digging holes with 
the equipment, Mr. Ehinger states: 





recointennais rid 
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the cost per hole was lowered to $.89. 
Since the use of our lifting frame, our 
latest studies show a cost of $.43 per 


hole with possibilities of lowering this 
figure even more as the men learn new 
‘tricks’ in 

“The 


in cost 


its use, 
main 
per 


for the lowering 
that it is 
only necessary to use two men on this 
truck and, also, that they are now able 


reason 


hole has been 


to work a full eight hours in digging 


Pole hole digger with lifting rig attached. 


“We 


have based all our estimates 
and cost studies on a 4% ft, hole, 
since this depth of hole is the one 


predominantly used in our construction 
work. Prior to the use of the electrical 
digging equipment, we 
of $1.54 


hand 


showed a cost 
per hole dug by the use of 
After the purchase and 
use of electrical digging equipment, 
with no method of raising and lower- 
ing the equipment other than by hand, 


tools. 


without the fatigue that was 
formerly encountered when lifting the 
digging equipment by hand. These two 
men now dig between 40 and 50 holes 
per eight-hour day, 
the type of earth 
stacles, ete. 


holes 


depending 

encountered, 
The total cost of convert- 
ing the small pick-up truck was $425, 
which included the cost of the electrical 
hoist, and this cost has been paid for 
in the three months in which it 


upon 
ob- 


has 
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We have discovered 


been 
that a one-half ton pick-up truck is a 
little light for this type of work and 
are planning to equip a 1% ton truck 
some time in 1949.” 


operating. 


The men in the picture are, left to 
right, Charles Heare, plant superin- 
tendent; Ivan Heare, assistant plant 
superintendent; Donald Brunnegraff 
and E. Hendricks, operating the con- 
trols. 
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When the (N. Y.) Tele- 
phone Co. cuts the first dial telephone 
exchange into that city, 
some time in July, their use will be 
“old stuff” to the children. 


Rochester 
service in 


This is due 





the under 


trucks be 


@. How should 


fenders on 


side of 
line treated in 
order to prevent rust? 

A. This precaution is necessary in 
some sections of the country, particu- 
larly the The 
common practice is to coat the under 
side of the fenders with red lead which 


those near seashore. 


is in turn covered with a good grade 
of black paint. The recently developed 
under coating that is sprayed on in a 
heavy coat promise of being 
most satisfactory as a rust preventive. 


gives 


This treatment can be obtained from 
numerous large service stations and 
usually costs about $35.00 per car. 


©. Is it possible to use loud speaker 
type of intercommunication sets without 
amplification ? 

A. This type of set 
to a limited extent. However, it is not 
generally considered satisfactory. Some 
amplification is necessary 
for the successful use of this type of 
communication. Present day vacuum 
tubes have a long life and amplification 


has been used 


considered 


is neither expensive nor difficult to 
maintain. 
eee 
©. We should appreciate informa- 


tion as to whether or not the spinner 


method of cable suspension may be 
successfully utilized for long span con- 
struction. 

A. We have information concerning 
several installations which have been 
in service for a number of years and 
it is evident from these reports that 
this method has proved entirely satis- 
factory. 


©. What is the recommended method 
of cleaning dust accumulation from the 
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to the fact that a series of demonstra- 
tions have been conducted in public 
schools to show the children how the 
system operates. Also, class room 
teachers will have a few handsets on 
which the children can practice dialing 
correct numbers. Two cabinets are 
used to demonstrate how the dial at 
one end of the line produces the “ring” 
at the other. 

Telephone company officials explained 
that while copious instructions will be 
given to patrons on the the 
dials, they believe there will be a mini- 
mum of difficulty if the children learn 
about them in school and can explain 
the operation to other members of the 
family. 


use of 


charg- 


windings of ringing machines, 
ing generators and electric motors? 

A. A blower with considerable pres- 
a hose from a small air com- 
pressor, generally proves best for this 
purpose. Vacuum may be 
used, but, as a rule, these do not have 
enough suction to dust 
machines of this type. 


sure, or 
cleaners 


remove from 


©. We have experienced consider- 
able difficulty the 
heads pulling off of tacks that are used 


due to insulated 


to attach house wire to walls. How ean 
this trouble be prevented? 

A. It is our opinion that you are 
driving the tack so that the head ex- 
more the than 
It is suggested that you 
try the new plastic headed wiring nail. 
The can be 
any colored head. 


erts pressure on wire 


is necessary. 
almost 


nails obtained in 


Q. When repairing switchboard cords, 
is it considered good practice to solder 
tips on the tinsel conductors? 

A. Although this method was for- 
merly used, it has, due to the difficulty 
usually experienced in soldering tinsel, 
been discontinued in most exchanges. 
Small terminals are 
crimped on the cord conductors. 
cial pliers and tools are now available 


solderless now 


Spe- 
for use in such crimping operations. 
e @¢ e 


Q. Why is it 


a condenser 


necessary to 
the 
is equipped with a 
the 


connect 
across output of a 
rectifier when it 
choke 
output circuit? 

A. The condenser is necessary in 
some rectifiers in addition to the choke 


coil which is connected in 





to smooth out the ripples in the cur- 
rent. The condenser is connected across 
the output of the rectifier and provides 
a low impedance path to alternating 
current and to pulsating direct current, 


Q. What type of 


considered best for general telephone 


patent anchor is 
work? 

A. The answer to this question 
depend entirely upon your local n 
ditions, the load t 
earried, and the guying arrange t 
used. 


such as soil, 


The anchor types now in general use 
are cone, screw, expanding, and plat 
type. Rock anchors are also 
der special conditions. 


used 


Q. We plan to change one of our 
smaller manual exchanges over to dial 
operation within a few years. Do you 


think it would prove an advantage for 


us to start installing dial telephones 
on all subset replacements? 
A. If you expect to continue the 


manual exchange for at least a year, 


not recommend the instal 
tion of any dials at this time. Ther 
is no need in tieing up money in plant 


until it 


we would 


id 


is required. 

Telephones procured at this tim: 
all be equipped with dial openings 
dials can be 


installed at a small! cost 


when required. 
ee @ @ 
Q. Why are so-called extra or spare 


pairs placed in lead covered telephone 


cables? 


A. Extra pairs are placed a 
cable when the conductors are small 
than No. 16 gauge in order to make 
good any of the regular pairs cl 


may become defective during th oc 


ess of manufacture. In most cases, 
these extra pairs will be good and can 


be used if desired. 
ee e 


Q. We 


rack where they 


maintain spare fuses in 4 


can be instantly lo- 
cated when required. Is there any wa) 


in which these fuses can be tested 


quickly in order to make certain thal 
they are in good condition befor plae- 
ing them in the circuit? 

A. Test 
placed and used to test a fuse and lig! 
a lamp or ring a bell to indicate th 
continuity of a 
companies maintain a small curren 
flow through their spare fuses at 4! 
times. Interruption of this currem 
causes the operation of an alarn 
insures that spare fuses are in g00 
condition at all times. 


clips can be convenient) 


fuse. Some operating 
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NEW YORKERS RETURN TO 
Rochester for (Convention 


By R. C. RENO 


EMBERS of the New York 
State Telephone Association re- 
turned to Rochester to hold their 
26th annual convention on May 26 and 
27, The Flower City was all dressed 
ip with its nationally-known lilac 
narks in full bloom to welcome a record 
gathering of telephone men and women 

‘the Empire State. 

The convention was presided over by 
President W. A. Seeley and was opened 
report of the 
activities of the association by its ex- 
Allan W. Ryder. 
issociation’s annual statis- 
vhich includes data of all 
telephone New York 
state, Mr. Ryder reported that Inde- 
pendent companies serve approximately 
1000 stations of which 19 


vith a comprehensive 
ecutive secretary, 

From the 
tical report, 


companies in 


per cent 


ire magneto, 61 per cent common bat- 
tery and 20 per cent dial. The New 
York Independents gained 22,000 sta- 
ms in 1947 and handled 12 million 
sent-paid and received-collect toll mes- 
sages, a gain of 700,000 over 1946. 
T) 


is compares with 6,000,000 such mes- 
1941. 


sages 1n 


The employe retirement pension plan 
by Independent telephone com- 


pani¢ which the New York associa- 
tior as formulated and_ sponsored, 
as been approved informally by the 


ociation’s directors and it merits the 
consideration of all companies which 


it present do not have pension plans, 


Mi der pointed out. 

I) porting on the activities of the 
New rk Public Service Commission, 
Mr. der said the commission han- 
dled er 1,500 informal telephone 
com} nts during 1947, 60 per cent of 
vhie esulted from applications for 
Servic Fifty-three per cent of the 
torn hearings of the commission 
had to do with financing and security 
ssues, showing the importance of the 
telep e industry’s financial situation. 

The commission, Mr. Ryder ex- 
blaine’, has approved a plan to handle 
dema for inter-company foreign ex- 
change service providing that mileage 
charges for such service should be 
based upon costs and should provide 
JUNE \9, 1948 


for a reduction in proportion to the 


number of subscribers on the line. 
In concluding his report, Mr. Ryder 
stated: 


“During the 1946 convention em- 
phasis was placed upon the fact that 
the majority of Independent telephone 
companies in this state are giving tele- 
phone service with 1930 exchange 
rates. In the face of greatly increased 
costs of materials, equipment and 
wages the actual cost of telephone 
service to the subscriber has been de- 
creasing. Net income per telephone 
throughout the country is the lowest 


¥ 


TR Ay 
eA 


a 


Officers and directors of the New York State Telephone Association. 


If you do not, you are losing the op- 


portunity of keeping in touch with 


many of the rapid changes being made 
in our 


industry,” President 


warned in 


Seeley 
his address. He continued: 

“What about the change in the mini- 
mum wage-hour exemption for ex- 
changes having 500 stations, or less? 
Are we seriously considering what it 
will mean if this exemption is removed 
from the small rural 
panies? 

“Tnerease in rates in many of these 
companies is not the only answer. If 
some exchanges increased their 


telephone com- 


rates 





Left to right: C. S. DUDLEY, 


Cato; S. A. BIRDSALL, Margaretville; F. D. FANCHER, Middletown; H. A. WHITE, Jamestown, 
vice president; FRANK KELLEY, Kinderhook; L. H. MEYER, Johnstown; W. A. SEELY, Norwich, presi- 
dent; LEO G. FOSS, JR., Newport; ALLAN W. RYDER, Albany, executive secretary; W. M. GRIS- 


WOLD, Clifton Springs, and S. FRED NIXON, Westfield, 


secretary. Director J. E. WYCOFF was 


not present when photo was taken. 


in 25 years. This situation does not 
lead to prosperity in the telephone 
business. 

“If the public is to receive more 


efficient service and companies are to 


pay fair wages and attract needed 
sapital for plant expansion and im- 
provements, the rates for their serv- 


ices must be adequate. Telephone 
companies need earnings high enough 
to do the job that is theirs—good tele- 
phone service for everyone who wants 
it, at reasonable rates, with a 
able return to the investors. 
“The continued demand for new tele- 
phone service makes it impossible to 
predict any definite limits of expansion 
requirements in terms of time or 
money.” 
“Many 


reason- 


important subjects on tele- 
phone company operations are appear- 
ing in our trade journals. I presume 
that you take the time to read them. 


to meet all of the change in wages and 
fringes being suggested, the rates for 
telephone service would be out of reach 
of the average telephone subscriber. 
When you price your commodity out 
of reach of the average telephone sub- 
scriber this will mean cancellation of 
service, which will decrease revenue 
and that will certainly mean the failure 
of many small telephone companies. 
“Have you been in touch with your 
political representatives in regard to 


this matter? I am sure they would 
like to have your thoughts on the 
subject. 


Taxes should receive your serious 
consideration, 


especially the excise 
taxes on telephone’ service. These 
should be discontinued. Contact your 


political representative on this subject. 
“The question of keeping proper rec 
ords is very important to all telephone 
(Please 


turn to page 24) 
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A 400-line 
Strowger Automatic exchange 
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St Equi 
roupger Equipment 


The average cost of new construction in the Uni 
States was 104 percent higher at the close of 1f 
than it was in 1941, according to figures supplied 
the Associated General Contractors of America. 
some states the average increase in building a 
ran as high as 109 percent. 

Consider what this means to you in terms of sp 


requirements for new equipment. Obviously, 


cubage than you need is an unnecessary expen 


When you plan new construction, plan it aro 
space-saving Strowger Automatic equipment. Line 


line and link for link, Strowger Automatic equipm 


not only out-performs any other equipment availoy 


offering comparable facilities—it requires less sp 
in which to do it! 

You saye cubage when you plan your new build 
Ground. Strowger equipment. In other words, you § 
on building costs, and that makes sense in any mo 
language. 


VAN ; 
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AUTOMATILE ELECTR 


Originators and Developers of the Strowger Step-by-Step “Director | for . 
Sender-Transiator Operation... Machine Switching Automatic Dia! 


Mokers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Desc >°'s ond ¥ 








Distributors in U. S. and P. 


AUTOMATIC ELECTRIC SALES CORPORATION, 1033 W. Van Buren St., Chi-ag° by 
Export Distributors: INTERNATIONAL AUTOMATIC ELECTRIC CORPO 
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This typical modern Strowger Automatic exchange 
makes most efficient use of space — 
yet all equipment is readily accessible. 
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LEFT PHOTO, left to right: FRANCIS X. WELCH, 
New York State Public Service Commission; J. W. MORRISON, Rochester, and CLYDE S. BAILEY, Washington, D. C. 
technical editor of TELEPHONY; C. D. MANNING, Chicago, 


companies. When the time comes for 
you to present an application to the 
public service commission, either for 
adjustment in rates, or financing, it 
greatly improves your presentation 
when proper records have been kept 
to reflect the cost of operation or cost 


of additions. You will find that with 
proper information it will simplify 
your case. 

“The financing of small telephone 


companies is a serious problem, with- 
out proper records and information no 
financing institution is going to give 
your problem serious consideration. 

“The question of adequate rates will 
require considerable thought and study 
before you can prepare an application 
for such changes. What overall rev- 
enues do you need? How much of this 
revenue should come from exchanges 
and how much from toll? Can you 
change the rates for special equipment, 
switching devices, etc., to offset rev- 
enues from main stations? These ques- 
tions and many others have to be 
answered before arriving at a revenue 
policy. 

“The maintenance of our properties 
is unusually important, for if we have 
not given due consideration to this 
part of our program we cannot give 
good service. Therefore, our revenue 
program is upset and when we come 
to finance we are all out of step with 
the whole plan. 

“We must be ever vigilant to do a 
better job, watch our expenses, build 
up public relations and make an effort 
to keep our rate structure in step with 
rising costs.” 


Remarkable progress has been made 
by telephone equipment manufacturers 
in surmounting the many production 





Washington editor of TELEPHONY; J. P. BOYLAN, Rochester; SPENCER B. EDDY, member of the 


problems since the war and in effect- 
ing smoother running operations so 
that they can be of greater service 
to operating telephone companies, 
W. A. McCracken, Chicago, Ill., works 
manager, Kellogg Switchboard & Sup- 








JANE KOWALSKI, of the New York association 

staff, takes time out at the registration desk 

to smile for TELEPHONY's photographer. Other 

registrars were MARY CURTIS (center) and 

MARGARET SLUJA, commercial employes of the 
Rochester Telephone Corp. 


ply Co., told the convention, in an ad- 
dress on “The Manufacturer Speaks.” 

Mr. McCracken stated that the 
availability of labor has improved 
somewhat and that plant and employe 
efficiency, which dropped after the 
war, also is improving. These condi- 


ve 
o\a 


\ 


RIGHT PHOTO: RAY BLAI 


FRED S. FLORANCE, Monroe, N. Y., and JOHN D. ACKLEY, Copake. 


tions have definitely aided the mai 
facturers in increasing production, 
said. 

The manufacturers have bk 
able to adopt new methods and te 
niques and to revise their tools, M 
McCracken said, and this 
marked effect on increased 


also 


has had 


efficienc 


N, 


resulting in manufacturing of bette: 
products at a lower cost. 
Improvement in employe relati: 


and giving them additional benefits | 


had a tendency to reduce employe tur: 


over, which, likewise, has resulted 


increased production and efficiency. 

Turning to the problem of obtain 
materials and its effect upon delive 
of equipment, Mr. McCracken said: 


“Our larger problem, however, 
this respect, lies in that our custom: 
still do not fully reelize the time 
takes to obtain raw materials, W1] 
it is true we forecast our own 
ments and plan to stock standard ce 


requ 


+ 


ponents, we have not yet reached a da) 


where supply versus demand is at 
point where we can do extensive sto 
ing in order to give off-the-shelf 
livery. The majority of our product 
is filled to capacity on 
for months in advance. On other iten 
the output for well beyond a yea 
already been spoken for. It is, the 
fore, extremely important that the f 


casts of Independent operating compa 


nies be as accurate as possible and t 
they advise the manufacturer of t! 
equipment needs so that he, in t 
“an make more accurate his sched 
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LEFT PHOTO, left to right: W. S. KNIGHTON, Buffalo; J. E. BARRY, Warwick; G. F. SHOEMAKER and W. A. SEELY, both of Norwich, and DON F. 


DAVISON, Spencerport. 


RIGHT PHOTO, left to right: J. F. ALLEN, Trumansburg; DON W. WALKER, Clifton Springs; DAN McNULTY, Chicago, 


LEO G. FOSS, JR., Newport; THOMAS LEWIS, Ovid; H. H. GRISWOLD, Clifton Springs; G. S. HILES, Jamestown, and F. L. HAWKER, Rochester. 
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to meet the demands that are placed 
upon him for equipment. 

“We still have a few 
customers are surprised 
cannot make immediate shipment of 
what before the war was a standard 
item and could be shipped from shelf 
stock. It is true that it does not take 
any longer today to manufacture that 
item, but there are sufficient orders on 
hand prior to your order that it takes 
an additional time to secure materials, 
fabricate, and make delivery. We fully 
believed several months ago that we 
had corrected our various departments 
and operations to a balanced flow of 
material, only to find that within the 
last 60 days demand for a certain type 
of equipment has peaked and we are 
now striving to double our capacity on 
this item. This abnormal peak was not 
occasioned by any one customer, but 
we feel sure from the size of certain 
orders that they must have been fore- 
earlier than we actually received 


cases where 
because we 


seel 
them. 
“One might raise the question that 
the manufacturers have not sufficiently 
expanded to take care of the Inde- 
pendents’ needs, and that we should 
further add to our facilities. This we 
do not believe to be the case, as we 
are actually beginning to reduce back- 
log at this time. What is more indica- 
tive, we have greatly shortened the 
time we held orders prior to shipment; 
rder turnover is faster. The benefits 
of our recent expansion programs in 
floor space and equipment will be 
felt in the future. You realize 
that expansion of facilities in manu- 
facturing also takes time, particularly 
where machine tools and building fa- 
cilities are involved. 


strongly 


“In closing, I would like to stress 
one point. It is simply this: Vast bene- 
fits can be derived by close cooperation 

t all divisions of the Independ- 


between 


ent telephone industry, and _ particu- 
larly between the manufacturer and 
the operating company. We in manu- 
facturing—and I again speak for all 
manufacturers—wish to afford to you 


who 


ire in the operating business the 
possible service in providing you 
with your equipment for the years to 


con 


| t 
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“Many small telephone companies 


which are unable to raise the neces- 
sary new capital to finance improve- 
mel and expansion of telephone 


r'vice, demanded by the public today, 
prot y will have to fall by the way- 
side d make 


room for larger com- 
par to serve their’ territories,” 
Spe B. Eddy, member of the New 
York State Public Service Commission, 
Stated in an address on “The Future 
of t Small Telephone Company in 


H yinted out that the public in the 


rural communities has come to expect 


and mand better telephone service 
and the small companies to give 
Imp d service it means higher labor 
and lipment expenditures and new 
fina g. Telephone companies cannot 
pay the necessary expansion and 
imp ment out of earnings. There- 
fore, ‘ey will have to raise new capi- 
tal and this might be extremely diffi- 
JUNE 19, 1948 





E. V. MORAN, Albany (left); R. PHILIP HART, Cazenovia (center), and HENRY CROSBY, Dryden, 


in a huddle at the 


New York convention. 





In this group photographed at the New York convention are C. T. BRUMBAUGH, Buffalo; F. 
L 


JOHNSON, Johnstown; GEORGE SIMMONS, 


Prattsburg; 


H. H. WAGNER, Prattsburg; 


BLETHEN, Johnstown, and R. B. STRITE, Albany. 


cult or impossible for many of the 
smaller companies, he said. 


Commenting upon the relationship of 
regulatory commissions and regulated 
industries, Eddy _ de- 
plored the doctrine followed by many 
that there should be a strange division 


Commissioner 


between government and business. He 
stated he believes there should be a 
cooperative relationship between the 


regulators and the regulated and that 
he upholds the type of regulation 
which encourages personal initiative 
and permits just rewards for the labor 
and enterprise put forth by those in 
regulated businesses. 


The commended the 
telephone industry for its past achieve- 
ments, particularly during World War 
II, and for its understanding that it 
has a function in addition to making 
money out of its operations—that of 
serving the public. 

Clyde S. Bailey, Washington, D. C., 
executive vice president of the United 
States Independent Telephone Associa- 
tion, gave a resumé of pending or 
contemplated federal legislation which 
affects the telephone business among 
which were: (1) Various bills which 
would increase the minimum wage rate 


commissioner 


and eliminate or reduce the wage-hour 
exemption of operators in telephone 
exchanges of 500 or less stations; (2) 
proposals to eliminate or reduce excise 
taxes on telephone service; (3) 


pro- 
posals to eliminate double corporate 
taxation; (4) legislation to prohibit 


the Internal Revenue Department from 
reclassifying independent contractors 
as employes, thus bringing them within 
the scope of the social security laws. 

Mr. Bailey also commented upon the 
increased demand and use of mobile 
raido-telephone service and urged In- 
dependent companies to seriously con- 
sider furnishing such service if a de- 
mand for it exists in their territories. 
He warned that if they did not, they 
stood the chance of having their terri- 
tories “invaded” by 
companies or outside 


other telephone 
limited carriers 
which are in a position to render mobile 
service, 

Discussing the vast plant expansion 
and improvement program planned by 
the telephone industry, he stated that 
with the present timidity of venture 
capital telephone companies might find 
it difficult to raise new capital to 
finance their programs. It behooves 


(Please turn to page 37) 
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Subscribers Attack Company 
And Commission 
the 
Railway Commission and officers and 
owners of the Platte Valley Telephone 


Members of Nebraska State 


Corp. were roughly handled by wit- 
nesses at a hearing, held June 8 at 
Scottsbluff, to consider telephone serv- 
ice complaints. The former were openly 
accused of representing the telephone 
company rather than the public, of 
failing to exercise their authority over 
service and of referring complaints to 


the company without action by the 
commission. 
Several of the witnesses demanded 


that the commission make a complete 
investigation of the ownership and 
financial operations of the company to 
determine whether or not profits were 
being used to improve lines and other 
physical structures and to employ more 
experienced operators. 

Otto W. Fuerst, general manager, 
reported that demands for additional 
service were so great that it was im- 
possible to meet them. The company 
has 1,000 telephones in its basement 
which could not be put into 
because of lack of workmen and short- 
age of cable, Mr. Fuerst pointed out. 
He denied that equipment in use was 
obsolete, as had been charged by sev- 
eral complainants, and said that it 
was not possible to make any definite 
promises as to when new service de- 
mands can be met. 


service 


Vv 


Wisconsin Telephone Co. Asks 
Rehearing on Rate Schedule 

The Wisconsin Telephone Co. on 
June 8 requested the Wisconsin Public 
Service Commission to reopen hearings 
on its rates and permit it to file an 
amended rate schedule on the ground 
that a temporary increase granted 
last Nov. 7 had proved inadequate 
(TELEPHONY, Feb. 28, p. 22). 

Amount of the new increase sought 
and what rates would be affected were 
not specified. The temporary raise au- 
thorized by the commission last fall had 
been designed to provide $6,400,000 in 
additional revenue. 
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The company contends that its earn- 
ings on intrastate operations during 
the first four months of the current 
year resulted in a return of less than 
2 per cent. 

Earnings at present rates. will 
not exceed 4 per cent on investments 
after 85 per cent of its telephones are 
converted to dial in about five years, 
according to the company, which 
termed this a “confiscatory level.” 

It pointed out that testimony given 
at previous hearings covered opera- 
tions only to Mar. 31, 1947. Since then, 
the company reported, operations have 
changed considerably because of dial 
conversions, construction of new build- 
ings, and the addition of 54,000 new 
telephones. 


Vv 


Commission Asks Dismissal of 

SW Bell Rate Increase Suit 
The Oklahoma 

mission on 


Corporation Com- 
June 5 asked a United 
States District Court to dismiss a suit 
by the Southwestern Bell Telephone 
Co. to force it to permit a rate in- 
crease (TELEPHONY, June 5, p. 30). 

The commission alleged the firm had 
“not complied or attempted to com- 
ply” with a commission general order 
governing procedure for increasing 
telephone rates. A temporary rate in- 
crease has been denied by the commis- 
sion. The company filed suit in federal 
court for an injunction to prevent the 
commission from interfering with the 
rate increase. 

Judge Stephen Chandler ordered the 
company to file suit in the state su- 
preme court, but retained jurisdiction. 
The commission in its petition denied 
the federal court had jurisdiction. It 
contended the company has a speedy 


and effective remedy in the state 
courts. 
Vv 
Allowed Higher Rates 
The Chesapeake & Potomac Tele- 


phone Co. was granted on June 2 rate 
increases by the West Virginia Public 
Service Commission designed to add 
nearly $900,000 to the company’s rev- 
enue (TELEPHONY, Feb. 21, p. 22). 


The rates will 
January while the 
siders the C&P petition for perma 


higher rates. 


continue th) 
commission 


new 


Vv 


Grants Rate Increases to 
Six Kansas Independents 

The Kansas Corporation Comn 
issued several May 12, 
thorizing the following rate incre: 


orders on 


Northern Kansas Telephone Co. 
Effingham Exchange 


Old 

Rate 
Business, individual $1.50 $3.4 
Residence, individual .. 1.50 
Rural, business ........ ia° 
Rural, residence ....... 1.50 


Center Township Telephone Co. 
Olpe Exchange 


Business, individual 1.50 
tesidence, individual .. 1.25 
Rural, business ........ 2.00 
Rural, residence ...... 1.25 
Kanorado Teiephone Co. 
Kanorado Exchange 

Business, individual 


Business, 2 party...... l 
Residence, individual ... 1.50 
tesidence, 2 party l 


Rural, business ........ 2.50 
Service line, business... 00 
Service line, residence. . D0 
Brookville Telephone Co. 
Brookville Exchange 
Business, individual .... 2.50 
Residence, individual .. 1.50 
Rural, residence, 

a i ee 1.50 


Rural, residence, ground 1.50 
Edwards County Mutual Telephone 
Lewis Exchange 

3usiness, individual 2 
tesidence, individual .. 1. 
Rural, residence, ground 1 
Rural, residence, 

metallic 
Esbon Telephone Co. 
Esbon Exchange 
Business, individual 2 
Residence, individual .. 1.60 
Rural, party 1 


Strike Law's Constitutionali' 
Not an Issue, Court Rules 
There will be no early ruling 
constitutionality of the Wiscons 
outlawing strikes in public utilit 
a result of action taken on Jun: 
the Wisconsin Supreme Court. 
In March, Dane County Circuit 
Judge Alvin C. Madison, 
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that the statute was unconstitutional 
in a suit filed by the Dairyland Power 
Co-operative, Alma, against the Wis- 
consin Employment Relations Board 
(TELEPHONY, Mar. 27, p. 13). Dairy- 
land contended that the law did not 
apply to co-operatives. Judge Reis de- 
cided that the co-operative was a pub- 
lic utility, but ruled that the anti-strike 
law itself was unconstitutional. 

The State Supreme Court, in return- 
the court, ad- 
teis to confine his 


case to lower 
monished Judge 
consideration and decision to the con- 
troversy before him. Since neither the 
co-operative nor the Employment Re- 
lations Board had raised the issue of 
constitutionality, the high state tribu- 
nal said that the sole issue before the 


ing the 


lower court was whether the Dairyland 
co-operative was a public utility. 


Vv 


Approves Telephone Companies 
Handling Telegrams 

The Federal Communications Com- 
mission on June 7 authorized Western 
Union to turn the handling of 


its telegrams to telephone companies 


over 


in six Ohio towns (TELEPHONY, Mar. 
iS. fe Bee. 
Two members of the commission 


dissented, supporting the protest of the 
Commercial Telegraphers’ Union that 
the plan, involving competing mediums 
of communication, raises a question for 
examination under anti-trust laws. 


Chairman Wayne Coy and Commis- 


sioner Clifford J. Durr joined in assert- 
ing that the arrangement will end 
competition between Western Union 


and the telephone companies in Belle- 


fontaine, Delphos, Lebanon, Marysville, 


Mt. Gilead and Ottawa, Ohio, where 
the rangement will apply. 

The majority, however, said the plan 
will give 24-hour telegraph service for 
the first time to telephone subscribers 
in J communities near the towns in- 
vol and that “the effects on com- 


petition are outweighed by the benefits 


to t publie.”’ 

( nissioner Robert F. Jones said 
in ‘parate concurring opinion that 
the nmission had approved similar 
array vements elsewhere, that the pres- 
ent se involves only two-one-hun- 
dre of 1 per cent of Western 
Un s total business and there is no 
occa to regard the present au- 
tho as “a pattern for national 
poh 

VV 
Thre Minnesota Independents 
Rece ve Rate Increases 


> 


vi increases for the Stacy (Minn.) 


Telep one Co., the Monticello-Silver 
Cree Velephone Co., Enfield, and the 
Lake tegion Public Service Co., Wa- 
JUNE 


9, 1948 


verly, were recently approved by the 
Minnesota Railroad & Warehouse Com- 
mission as follows: 


Stacy Telephone Co: 


Present Approved 
Net Gross 
Class of Service Rates Rates 
Individual line, 
business ....... — $3.25 (a) 
Two-party line, 
business ....... $1.50 2.75 (a) 
Extension stations, 
business ....... 1.00 net 
Individual line, 
residence ...... 2.25 (a) 
Two-party line, 
residence ...... 1.75 (a) 
Four-party line, 
residence ...... 1.00 
Extension stations, 
residence ...... .75 net 
Rural multi-party, 
company-owned . 1.00 1.75 (a) 


(a) A discount of 25 cents per month 
to be allowed provided that the amount 
is paid on or before the 20th day of 
the month for which 
dered. 


service is ren- 


Monticello-Silver Creek Telephone Co.: 
Present 
Gross 
Rates 


Approve d 
Gross 
Class of Service Rates 

Rural multi-party, 


company-owned. .$1.50(a) $2.25(a) 


(a) A discount of 25 cents per month 
if paid quarterly in advance. Rates to 
be paid quarterly Jan. 1, Apr. 1, July 
1, and Oct. 1, with fifteen days’ grace 
allowed for discount. 


Lake Region Public Service Co.: 


Present Gr 


Class of Service 


Two-party line, business 
Four-party line, 
Individual line, 
Two-party line, residence 
Four-party line, residence 
Multi-party line, residence 


Rural multi-party line, residence, grounded... . 
Rural multi-party line, residence, metallic 


Approve d Gross Rates for 
All Exchanges 


Individual line, business...... $4.25 
Two-party line, business...... 3.75 
Individual line, residence..... 2.715 
Four-party line, residence.... 2.25 
Rural stations owned, 

metallic, business ......... 3.00 
Rural stations owned, 

metallic, residence 2.50 


Vv 


Dial Service at Higher 
Rates for Dothan, Ala. 

The Public 
mission on June 7 approved the petition 
of the United Telephone & Telegraph 
Co. to convert its Dothan, Ala. ex- 
change from magneto to dial and to 
place into effect increased rates upon 
the completion of the conversion. 

The also authorized the 
company to issue and sell first mort- 
gage sinking fund bonds in the prin- 
cipal amount of $450,000 for the pur- 
pose of financing, in part, the installa- 


Alabama Service Com- 


commission 


of dial service. 


mature not 


tion The bonds are to 
later than 25 years after 
date of issuance, to interest at 
the rate of not per cent per 
annum, to be sold at not less than par, 
and to be 


bear 
over 4% 

secured by an open end 
mortgage on the company’s property. 


Vv 


Trade of Bell, Independent 
Exchanges Approved 

Trial Examiner W. H. Sollers of the 
Oklahoma Corporation 
following a 


Commission, 
hearing on June 10, ap- 
proved, subject to confirmation by the 
commission, the proposed transfer of 
the Spencer Telephone Co., exchange 
Okla., about 11 miles 
Oklahoma City, to the 
Bell Telephone Co. 


at Spencer, 
northeast of 
southwestern 

Mr. Sollers approved the option ex- 
ercised by the Bell on May 12, subject 
to approval of the regulatory authori- 
ties involving this owner- 
ship and the trading of the Carmen, 
Okla., exchange of the 
D. R. Majors, 
exchange, for a 


change of 


sell company to 
the 
cash consideration of 
$5,000 to be paid by Mr. Majors to the 
Bell. 

Following final approval the Spencer 
exchange will part of the 
Oklahoma City district service area of 
Bell 


owner of Spencer 


become a 


the Southwestern Telephone Co. 


OSS Rates 
Hamel 
Montrose Wave rly Rockford 

ore eee —m $3.25 $2.50 
; 2.25 

cathe $3.25 te 
2.29 1.75 
eee ee . 1.50 
pcan tice - 1.75 ni 
ii ia 2 00 1.25 
+ aad 1.50 1.50 
orale A Ld 1.75 1.75 


Examiner Sollers also approved, sub- 
ject to the the Okla- 
homa Commission, the 
Lloyd William- 
son, owner of the Jones exchange, and 


confirmation of 
Corporation 
joint application of D. 


of D. R. Majors, owner of the Spencer 
exchange, for free 
service over a line extending between 
the two eychanges and owned jointly 


discontinuance of 


by them. Free toll service over this 
line has been in force for about 20 
years. Testimony showed that about 


eight persons used this free line while 
other subscribers used the regular toll 
facilities of the Bell 


Co... two ex 


Southwestern 


Telephone between the 
changes. 


Vv 
Suspends Rate Schedules 


Residence and business schedules of 
the G. F. Wright Telephone Co., Wood 
burn, which 


would have increased 


(Please turn to page 30) 
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Shown above is the Harrisonburg Telephone Company's 
Kellogg Masterbuilt Toll Board installation at Harrison- 
burg, Va. It employs a universal-type cord circuit, which 
is adaptable to all types of line and trunk circuits. With 
this circuit, less equipment and less floor and rack space 
is needed in the terminal room. The flexible “positional” 
units are easy to remove and change to meet varying 
trafic conditions. 
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This installation is typical of many where Masterbuil 
providing better service and greater profits at lower « 
Built for trouble-free operation and long life, this b 
cuts maintenance and protects your equipment investm 
Masterbuilt can be furnished with either a universal « 
circuit or a cord circuit which requires that most of 
relays be associated with the line and trunk circ 
Contact Kellogg for complete information today! 

















Exclusive Masterbuilt 


Formula for Flexibility 


PROVIDES TIME AND MONEY SAVINGS! 











EXTRA EASE OF INSTALLATION 


Steel frame comes knocked 
down. (No bulky cab- 
inets!) Cord circuit equip- 
ment comes in complete 
positional units — factory 
assembled, wired and 
tested. There’s no wiring 
of relay gates and key 
shelves on the job! 


Interchangeable positional 
units permit “overnight” 
rearrangements when traf- 
fic conditions change. 
There’s no need to disturb 
the multiple or interrupt 
service. Just change or 
add units as subscriber 
demands grow. 


Swing the gate open... 
see how everything is 
within easy reach for fast 
servicing! All equipment 
is neatly and compactly 


arranged. There’s no waste 


of time or labor on 
Masterbuilt maintenance. 


Extra Flexibility 
Extra Savings 


KELLOGG SWITCHBOARD AND SUPPLY COMPANY 


6650 So. Cicero Avenue, Chicago 38, Illinois 






















monthly rates from 75 cents to $1.10, 
have been suspended by the Oregon 
Public Utilities Commissioner pending 
an investigation and hearing. 
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Florida Commission O.K.'s 
Higher Rates for Dial 

Higher rates at the Fort Meade and 
Sebring, Fla., exchanges of the Inter- 
County Telephone & Telegraph Co. for 
dial service were formally approved by 
the Florida Railroad & Public Utilities 
Commission on June 8. 

The Sebring exchange was converted 
to dial in August, 1947 and the com- 
mission informally approved increased 
rates at that time. The Fort Meade 
exchange was converted last April and 
the informally 
new rates there. 


commission approved 


Among the rates formally approved 
by the commission are the following: 


Fort Meade 
Within Base Rate Area: 


Business, one-party ........... $5.50 
Business, two-party ........... ».00 
Business, four-party .......... 1.50 
Residence, one-party .......... 3.50 
Residence, four-party ......... 3.00 
Beyond Base Rate Area: 
Within six miles of central office 

Eight-party: Business, $4.50; resi- 


dence, $3.50. 
Beyond six miles of central office and 


within 12 miles—Eight-party: Busi- 
ness, $5.50; residence, $4.50. 
Sebring 
Within Base Rate Area: 

Zone 1 Zone 2 
Business, one-party...... $6.00 $7.00 
Business, two-party ..... 5.25 6.25 
Business, four-party..... 4.75 2.79 
Residence, one-party..... 3.40 4.75 
Residence, four-party.... 3.25 3.10 
Beyond Base Rate Area: 

Within six miles of central office 


Eight-party, business, $5.00; residence, 
$3.50. 

Note: In both exchanges wall type 
telephones will be furnished at a rate 


$.25 per month less than the author- 
ized rate for local exchange service. 
Note: The above rates in both ex- 


changes for main stations are subject 
to a discount of $.25 per month if the 
total bill is paid on or before the 20th 
day of the current month. 


The 


conversion 


before 
plant and 
had a book 

Upon conversion 
and completion of 
program its plant and 
$89,389.50. Its old 
rates have resulted in a deficit of 
$3,269.86, while the new the 
increased investment are not expected 
to produce a return in excess of 1 per 
cent. 


commission stated that 
the company’s 
equipment at Fort Meade 
value of $58,382.52. 
to dial 
its expansion 


operations 
equipment will be 


rates on 


The plant and equipment before con- 
version at Sebring had a book value of 
$164,461.92 and after 
completion of its expansion 


30 


and 
program 


conversion 


it will be $211,977.80. The proposed 
rates on the new investment are ex- 
pected to produce a rate of return of 


3.4 per cent, according to the com- 
mission. 
The new rates at Fort Meade are 


expected to increase annual revenue 
from $7,353.60 to $9,867.00. At Sebring 
they are expected to increase the an- 
nual revenue from $25,393.08 to $30,- 
273.00. 


VV 


Blake Resigns From 
Ohio Commission Staff 
The resignation of William V. Blake 


as superintendent of rates for the 
Ohio Public Utilities Commission was 
announced June 4 by Commission 


Chairman Harry Miller. 
Mr. Miller said the resignation was 
effective Kar! 


May 31. Schaller, as- 
sistant superintendent of rates, will 
handle Mr. Blake’s duties until a new 
superintendent is named. 

VV 
Missouri Sales Approved 
The Missouri Public Service Com- 


mission recently approved the follow- 
ing The Buffalo (Mo.) Tele- 
phone Co. to John J. and Frances T. 
Gault and the Farley (Mo.) Telephone 
Co. to Gaylord P. The 
mer telephones 


sales: 


Younger. for- 
538 
and the latter serves Farley, Beverly, 
East 


company serves 


and 


Vv 


Leavenworth Hampton. 


Oregon Sale Approved 

Sale of the Canyonville (Ore.) Tele- 
phone Co. to J. U. Pearl E. Mc- 
Guire has been approved by the Ore- 
Public Utilities 


and 


Commissioner. 


gon 
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Summary of Commission 
Rulings and Hearings 
Illinois Commerce Commission 

June 15: Hearing on complaint of 
United Sound Systems Ine. regarding 
refusal of Illinois Bell Telephone Co. 
to serve the complainant in Chicago. 

June 15: Hearing on complaint of 
Harrisonville Grange regarding failure 
of New Milford Telephone Co. and Illi- 
nois Bell Telephone Co. to provide ade- 
quate service between New Milford and 
Rockford. 

June 15: Hearing on application of 
Middle States Telephone Co. of Illinois, 
Park Ridge, for authority to increase 
rates. 

June 16: Hearing on complaint of 
DeKalb residents against DeKalb-Ogle 
Telephone Co. regarding unsatisfactory 
telephone service. 

Kansas Corporation Commission 

June 28: Commission investigation 
of Belpre (Kan.) Telephone Co. 

June 29: Hearings on applications 
of Katy Telephone Co., Elsmore, and 





























































cook type RO |- 
outdoor sub-dstation protect 


A very rugged Protector, asse 





bled on a bracket of heavy steelf A : 
instead of porcelain—to take roug terz 
handling and subscriber aby vid 
without danger of breakage. Oti§ batt 
outstanding features: mar 
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1. Uses a Cook Standard Type i 

Protector unit with molded bake 

lite base for high resistance 
electrical and physical shocks Yor 
2. Protector unit contains both pr Ni 
mary and secondary arrester} De; 


The secondary arrester provides§ Co 


a path to ground for lightningf De. 
should the fuses be blown ns 
3. Mountings contain heavy studs§_ itse 


for connecting drop wires andj too 


ground. wil 

4. Equipped with heavy zinc weath: Ni 

erproof hood, and bracket fo: tail 

mounting on post, wall, etc. The 

5. All structural parts, including o 
a 


hood and bracket, are grounded 
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A small storage battery floated across the 
terminals of a Raytheon Recticharger pro- 
vides closely stabilized DC voltage . . . longer 
battery life . . . and improved operation of 


manual or automatic telephone systems. 


These are proven advantages that stem from 
exclusive design and long service to the 


telephone industry. 


When replacing, expanding, or modernizing 
switchboard equipment, utilize Raytheon’s 
extensive field experience and complete 
line. Available from 1.0 to 24.0 amperes 


with either 24 or 48 volt output. 


for better offset dead ends specify 


nicopress! 


You can't buy better Dead Ends than 
Nicopress! 


Designed for use with either copper, 
Copperweld, or iron wire, Nicopress 
Dead Ends star in strength and tightness. 


Installing these Dead Ends is simplicity 
itself. You need no extra tools—the same 
tool used in making regular line splices 
will make the offset dead end as well. 
Nicopress Dead Ends make possible a 
tail of any desired length. 

These Nicopress tools are small and com- 


pact—can be operated with no trouble at 
all close to insulators or cross arms. 


> 


t 


@ raytheon recticharger' 














Ihe Churchill No. 100 Folding 
Door Telephone Booth 


churchill... 
aun attractive 
telephone booth 


Not only attractive—but comfortable 
and private—the CHURCHILL No. 
100 Folding Door Telephone Booth will 
increase your pay station business. 


Operating companies have found the 
CHURCHILL No. 100 Folding Door 
Telephone Booth a builder of pay sta- 
tion business. 


It is constructed as a single unit and 
equipped with a reinforced back panel 
for mounting a wall telephone or coin 
collector. 

The CHURCHILL Booth is made of se- 
lected white oak and is available in 
light or medium oak in a satin finish. 
Included as standard equipment are 
electric light and automatic electric 
ventilator. 

Overall height is 84%”; width, 30%”; 
depth, 30%”. Shipped knocked down 
and crated. 


Illustrated literature available. 





Lebo (Kan.) Home Telephone Co. for 
authority to change rates. 

July 13: Hearing on application of 
Woodston (Kan.) Mutual Telephone 
Co. for authority to change rates. 


Michigan Public Service Commission 

June 23 and 24: Hearing on applica- 
tion of Michigan Associated Telephone 
Co., Muskegon, for authority to in- 
crease rates. 


New York Public Service Commission 
June 18: Commission investigation 
of rates and regulations of Rochester 


(N. Y.) Telephone Corp. 


Oklahoma Corporation Commission 

June 17: Hearing on application con- 
cerning boundary line between South- 
western Bell Telephone Co.’s Tulsa ex- 
change and Oklahoma Telephone Co.’s 
Broken Arrow exchange. 

June 22: Continued hearing on ap- 
plication of the residents of Moore, re- 
questing that the Southwestern States 
Telephone Co. of Brownwood, Tex., be 
required to give adequate service. 

June 24: Hearings on application of 
Southwestern Associated Telephone 
Co., Lubbock, Tex., for approval of dial 
telephone rates at Goodwell, and Tex- 
homa. 

July 14: Hearing on application of 
B. Richardson, commission engineer, 
for order requiring the Calumet 
(Okla.) Telephone Co. to give improved 
service. 

July 30: Hearing on application of 
Lookeba (Okla.) Telephone Co. for 
increased switching rates. 





DIG HOLES with your tine truck AND CREW 


Sept. 2: Hearing on application of 
Harry D. Moreland, Tulsa, for order 
requiring the Southwestern Bell Tele- 
phone Co. to continue serving him. 

Sept. 7: Hearing on application of 
Wayne residents for automatic dial 
exchange installation by the South- 
western States Telephone Co., Brown- 
wood, Tex. 

Sept. 9, 10, 21, 22, and 23: Hearing 
on evidence contesting application of 
Southwestern Bell Telephone Co. for 
increased intrastate exchange rates in 
Oklahoma. 


Wisconsin Public Service Commission 

June 16: Hearing on complaint of 
residents of Twin Lakes concerning 
services and practices of Wisconsin 
Telephone Co., Farmers New Era Tele- 
phone Co., and Burlington, Brighton 
and Wheatland Telephone Co., Wheat- 
land. 

June 16: Commission investigation 
of rates, rules and practices of Clover 
Telephone Co., Herbster. 

June 16: Commission investigation 
of telephone service needed by Clinton 
James, Mifflin. 

June 16: Hearing on application of 
Larsen (Wis.) Telephone Co. for au- 
thority to increase rates. 

June 17: Hearing on application of 
Iron River (Wis.) Water, Light and 
Telephone Co. for authority to increase 
its telephone rates. 

June 17: Hearings on rate applica- 
tions of Prentice Telephone Coopera- 
tive Co. and Farmers Union Telephone 
Co., Cross Plains, for its Middleton 
and Cross Plains exchanges. 


Teu-t-LECT POLE HOLE DIGGEp 






® Adjustable for clean holes to 8 ft deep 
| @ Interchangeable augers 9” to 16” diameter 








@ Digs a straight hole from any truck position 


HE Tel-E-Lect Pole Digger is 

built for tough jobs at hard-to- 
get-at-places. The same truck 
that is now used for setting poles 
can also be used for drilling holes. 
A single bolt attaches the digger 
to the truck. It works suspended 
from the derrick and is raised and 
lowered by the winch line. Pow- 
ered by the truck motor through a power take- 
off, it’s shafting extends to the rear of the truck. 
Under average conditions, a two-man crew can 
dig and set a pole in five minutes. Some utilities 
have dozens of these low-cost diggers in use. We 
can supply a complete kit to power-dig with your 
truck. Write for our descriptive circular. 


MINNETONKA MANUFACTURING COMPANY 
9607 Minnetonka Blvd., Minneapolis 16, Minnesota 


© Low cost—low upkeep—highly dependable _ 





Arthur O. Black Opens 
Consulting Service 

Arthur O. Black, Butler, Pa., v 
eran Independent telephone executi\ 
has announced that he has opened a 
management, accounting and engineer- 
ing consulting service for Independent 
operating telephone companies. For t 
past year, he has served as consultant 
to several telephone companies. 





A. ©. BLACK 


Mr. Black has had a long and varied 
career in all phases of the telephone 


business. He became associated with 
the industry in 1904 as night operator 
and maintenance man for the old 
Conoquenessing (Pa.) Telephone Co. 
which he served until 1909. For the 
next 10 years he gained a wide ex- 
perience in inside and outside plant 


engineering and design with the Van- 
dergrift (Pa.) Telephone Co.; the old 
Central District Telephone Co., Peoples 
Telephone Corp., Butler; the Bell Tele- 
phone Co. of 


Pennsylvania and the 


Chesapeake & Potomac Telephone Co., 


serving the latter two as assistant 
engineer. 
From 1919 to 1925, Mr. Black was 


manager of plant and traffic for the 
Peoples Telephone Corp. From Octo- 
ber, 1925, to May, 1947, he was general 


manager of the company. He also 


served it as secretary and assistant 
treasurer. 

During these years, Mr. Black 
gained a wide knowledge of al! de 
partments—plant, including cost stud- 


ies for rate making purposes and d 
conversion studies; traffic; commercia 
and executive and general admi! ‘a- 
tive. 

Mr. Black is a director and a past 
president of the Pennsylvania de- 
pendent Telephone Association an 
been a director of the United Sates 
Independent Telephone Assocition 
since 1936. 
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Huether Goes to Lafayette as 
Group Commercial Manager 

L. F. Shepherd, group manager of 
the East Central Group operating com- 
yanies of General Telephone System, 
has announced that, effective June 10, 
Harry J. Huether, Jr., Chicago, IIl., 
has been appointed general commercial 
superintendent for the various operat- 
ng companies comprising the group, 
with headquarters at Lafayette, Ind. 


ga 





H. J. HUETHER, JR. 

Mr. Huether has been employed in 
various capacities in the General Tele- 
phone System during the past 13 years. 
Prior to his acceptance of this new 
appointment, Mr. Huether served for 
e past two years as vice president 
Directory Co. 
Prior to 
his association with the directory com- 


f General Telephone 


ith headquarters in Chicago. 


pany, he served for three years as vice 
president and general manager of Ohio 
Associated Telephone Co., which is 
ilso a subsidiary of General Telephone 
Marion, 


Corp., with headquarters in 


During the eight years preceding his 
service with the Ohio company he was 
employed as group commercial super- 
ntendent for the 


Eastern Group op- 


erating companies of General Tele- 
phor System at Erie, Pa. Mr. 
Huether’s broad experience also in- 
cludes six years on the staff of the 
Dp 


Public Service Commis- 


Czechs Will Prohibit 
Unlisted Numbers 


Secret 


Pennsylvania 


S10} 


unlisted 
In t public directories, are on their 
Way t in Czechoslovakia. 

The Ministry of 
vere more 
Prag 


telephone numbers, 


Posts said there 
7,000 of them in 
alone, and that they caused a 

steat deal of trouble to the operators. 


than 


Unly special and important subscribers 
will he permitted to remain unlisted. 
JUNE 19, 1948 





"solid comfort’’ for 
linemen 


| 
- pnd 


Gaff is in line 
with the leg bone. 


@ There’s greater comfort for the lineman in the 
new Klein ** Pole Master’ Climbers. Designed as a real 
working pair. . 





. with one climber especially for the 
right and the other for the left . . . they have an extra 


wide stirrup for greater arch support. 


Leg irons are tough and dependable, yet flexible and 
tapered in width and thickness. Ankles and calves get 
better support . chafing is practically eliminated. 
And the scientifically offset shank brings gaff in proper 
. solid 


1945 POLEMASTER 
CLIMBERS Riveted 
Top Wrought Loop, 
Triangular Ring at 


line with leg bone, providing real security . . 
comfort. 

Ankle (average 
weight) 2’, Ibs. per 
pair. (With this Clim- 
ber, use Ankle Strap 
No. 5301-16 or No. 
5301-26). 


‘**Pole Master” Climbers are forged from high quality, 
special alloy steel. A wrought, triangular-shaped ring 
at ankle assures proper set of ankle strap and provides 
additional comfort . . . safer, longer strap life. ** Pole 
Masters”... like all Klein climbers ... are individually 
tested and suitable for linemen of any weight. 











* Matched Right and Left Climbers 


ASK YOUR SUPPLIER 


Foreign Distributor: Interna- 
tional Standard Electric Corp., \ S 
New York EST. ~1857 


TRADE+ MARK 
REG. 














ome WO 


3200 BELMONT AVE. 


Chicago, Ill., U.S.A. 
8, 2 


CHICAGO 1 
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| (Concluded from page 14) 
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I ] O try representatives to discuss the ques- 

8 | tion of relation of exchange rates to 

cs | the size of exchanges. Chairman Mc- 
| Whorter discussing this point is quoted 
| as saying: “The telephone companies 
have always contended that the larger 
© we ( ) ae? the exchange the more costly the serv- 
ice. We agree to a certain extent that 
that is correct, but we don’t agree it 





e 
Quick is correct all the way. We invited the 
" companies to appear before us and 
Truck Shipments expect them to give us whatever in- 
© formation they may have to substan- 
from our Ohio yard tiate their position. In all probability 
© our committee then will go into theit 
presentation in an effort to decide 
Also yards at whether they have proved their case.” 


Minneapolis 
and Haley, Idaho 











Speaking of regulation and _ rate 
cases, Dr. Herbert B. Dorau, New 


York University economist, who has 

R Gi a RAR Ine been testifying in some of the Bell 
” 7 sl . ° 

Sp company rate cases, came up with a 

ITZER BLDG. new (to this writer) reason for the 

TOLEDO 4, OHIO state commissions to allow telephone 


companies a higher rate of return than 


OLIVER™ “BOLTS 


FROM THE COMPLETE LINE OF 
OLIVER POLE LINE MATERIALS 
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The Oliver 
Speed Point | 
a real time \ 


' The Speed Point—a standard fea- 
ture of Oliver bolts—is time-saving 
and waste-eliminating. Oliver bolts 
are made in all commercial sizes 
from open hearth steel, and are hot 
dip galvanized. Types include ma- 
chine, carriage, double-arming, eye, 
thimbleye. Write for catalog with 
IRON AND STEEL complete listing. 


CORPORATION 


South Tenth and Muriel Streets MAKERS OF POLE LINE MATERIALS SINCE 1894 
Pittsburgh 3, Pa. 
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some other forms of public utility 
service. Just the same, it seems sound 
enough. Testifying for the Mountain 
States Telephone & Telegraph Co. be- 
fore the Utah commission, Dr. Doray 
contended that the company should be 


allowed to earn at least 7 per cent 
return on its Utah plant investment. 


Comparing telephone utility service 
with electric utility service, he said: 
‘Because of its lesser essentiality, tele- 
phone service is more readily given w 
during periods of reduced incom 


during periods of business reactio 
depression.”” He added that becaus 
an “artificial response” by consumers 
due to underpricing of the service, the 
telephone utility is being forced t 
pand to new users who will be par 
larly vulnerable to a_ recession. He 


said: 


“Regulatory commissions cannot 
have not been able to assur 
return during periods of depressi 


“Thus, if these industries are 1 
lowed the chance to earn more d 
periods of a high level of business 
tivity, they never will be able to « 
the fair rate of return. There 
nothing with which to average u} 
low years to fill in the valleys.” 





Problems of 
Independents 


(Continued from page 1S) 





buildings, switchboards, and the 

the proportion of total wire mileage 
in cable, the number of exchangs 
stations classified as between mag 
common battery, and dial type, 
possibly further information whic! 
indicate the adequacy, efficiency 
condition of the physical properties 
you operate. 


Complete balance sheet informati 
is, of course, essential, and this 
include breakdowns of the imp 
balance sheet accounts into greater de- 
tail than ordinarily shown on the state- 
ment itself. A statement of the tele- 


phone plant account, classified by 
primary accounts, should be prepared. 
It will also be well to show the gross 
additions and total retirements, by 
years, for a number of past ars. 


This is a good indication of the ove} 


all age of the property repres ted 


by the present balance sheet account, 
although we know that a certain pe! 
centage of the total retireme? go 


back into the property and plant ac 


count. From this information, t Mn- 
vestor is able to determine the ap}:r0Xl 
mate sound value of the assets ich 
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NY 





will secure the investment he is being 
requested to make. 


not the full story. 


This, however, is 


and con- 
will 
instances, the 
look ahead several 
years and visualize what the balance 


Where a large expansion 
version program is_ involved, 
be the case in many 
investor wants to 


as 


sheet will look like when this program 
been completed. Therefore, it is 
ip to the Independent to project the 


has 


balance sheet in 


present order to re- 
fect a number of things. The esti- 
mated investment in new telephone 
plant and the retirement of plant 


] 


which will be displaced in the expan- 
sion program must be shown, the pro- 
posed manner of capitalizing the pro- 
sram must be reflected, and the effect 
of estimated retained earnings, depre- 
othe 


given 


jation accruals, and factors of 


mportance should be considera- 


this is done properly, the investon 
can readily see the position his invest- 


nent will 


occupy at some time in the 
ture when the large requirements 
ave been taken care of, dependent, 
course, upon the accuracy of the 
estimated earnings in the interim. 
| all eases, the potential investo1 
vant to have a complete descrip 
tion of all securities which are to rank 
ead of or on a parity with the 
security which is being purchased. 
if additional preferred is being 
ssued, a copy of all indentures and 
igreements pertaining to debt and 
ter provisions pertaining to any 


preferred which might be out 


this 


standing, must be furnished. In 


mnection, any ordet ol 
the 
of dividends on any class of stock, 


y other 


regulatory 
requirement pertaining to restric 
legal 
right or 
must be 
will, of 
tant bearing 
Visions of the 
terms will, of 


requirement affect- 


ng the position of anv se- 


All 


an 


divulged. these 
course, 


the pro- 


new security, and these 


have impor- 


on 


terms and 


course, be determined by 


hegotiation between the buyer and 


sel based on all facts presented. 

With respect to earnings, the in- 
vestor will want to receive compara- 
uve income statements for a_ period 
of least 10 years, and _ possibly 
longer, in order to see what the trend 
has been and what the effect of past 
periods of poor business conditions has 
Nee 

In certain cases, these income state- 
mer will have to be supported by 
detai'ed statistical data on breakdown 
of enues by classes of service, sta- 
tion 


growth, wage rates, operating 


Payrolls, and various other items of 
majo expense which will permit care- 
ful alysis of past results. Convert- 
ng so these statistical data to an 


19, 1948 


average per telephone basis often 
facilitates quick analysis of the picture 
and is, in many cases, more informa- 
tive than the aggregate dollar figures. 

A complete schedule of existing rates 
should be provided, together with a 
comparison between your rates and 
those of other nearby and comparable 
Independents, as the nearby 
Bell System company. It is important 
for to know whether or 
not the rates are above, below, or about 
in line with 


as well 


an investor 


nearby telephone com- 
panies, because this may have an im- 
portant bearing on the future course 
of earning's. 

The 


should 


company’s 
be 


include a 


depreciation 

thoroughly outlined, 
of the an- 
nual rates being applied to the various 
classes of plant. 
variation 


policy 

and 
should schedule 
If there is any major 


between book depreciation 
charges and those claimed for 


the 


income 


tax purposes, latter figures should 


also be shown. 


If regulatory commissions have de- 


termined a rate base, the figures should 


be brought down to date and the rate 


of return several 


ove years should 
be computed in order to indicate the 
vulnerability of the Independent to 


further enforeed reductions. Under to- 


day’s conditions, this may be academic, 


since there are few Independents earn- 
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ing excessive rates of return, but if 
this is so, the figures will prove it. 

As in the case of the balance sheet, 
present earnings must be projected into 
the future to show the effect of the 
conversion and expansion program. 
There is no cut and dried method which 
may be applied in doing this, and the 
factors to be considered will vary in 
each case. It is important to show 
what added revenues may be expected 
from the additional investment being 
made, including such information as 
contemplated rate adjustments, if any, 
and unfilled applications on hand and 
the normal growth which may be ex- 
pected. In this connection, it might 
be worthwhile to make a survey of 
present unfilled applications in order 
to determine the percentage which may 
actually materialize when facilities are 
available. 

It is, of course, difficult to predict 
the course of wage rates, but it is 
very important in the case of an In- 
dependent converting a_ substantial 
number of telephones to dial operation 
that it show the expected savings 
which will be realized in traffie costs. 
Of course, in doing this it is also nec- 
essary to reflect depreciation on the 
high cost investment being made and 
to give weight to all other important 
factors which will have a bearing on 


Neoprene 


othead - 


the future income available for fixed 
charges and dividends. 


Interest or dividend requirements on 
the new securities to be issued must be 
reflected, together with any adjustment 
of federal income taxes which might 
occur. In other words, try to furnish 
an estimated pro forma income state- 
ment reflecting all of the above fac- 
tors. It has been our experience that 
companies which have provided com- 
plete information along this line, in- 
cluding both favorable and unfavor- 
able factors, have met with greater 
success in obtaining new capital than 
those which provide a minimum amount 
of information. 

A complete cash forecast running 
through the completion of the expan- 
sion and conversion program, should 
be prepared and should be predicated 
on the amount of new investment in 
facilities being made, estimated earn- 
ings, and estimated requirements on all 
capital securities. Such a_ statement 
will show the flow of cash and the 
amount of margin which may reason- 
ably be expected for the protection of 
the payment of debt 
dividends, ete. 


service charges, 


One very important element in ob- 
taining financing is the calibre 
of the management, and the policies 
which it has pursued over the years. 


new 





A fairly complete statement should be 
included as-to the educational and ex- 
perience background of the key execu- 
tives and personnel. 


The information which is furnished 
with respect to past earnings results 
will indicate to the investor the effi- 
ciency with which the management has 
operated the properties in the past. 
It will not, however, show the effect 
of management policies with 
to employe and subscriber relations, 
which are obviously very important so 
far as the future is concerned. 


respect 


On the subject of employe relations, 
complete information should be given 
as to the various employe benefit plans 
which are in effect, or contemplated 
agreements with labor unions, and pos- 
sibly a comparison of the prevailing 
wage rates with those of nearby com- 
panies. In some marginal cases, we 
have known investors to have an inde- 
pendent check made in the territory as 
to the management public 
tions which the company enjoys. Public 
ownership in the telephone business is, 


and rela- 


of course, insignificant, and may not 


be compared with the condition in the 


electric and gas utility industry. Never- 
theless, good relations with the public 
is an important factor in the telephone 


business, and is one in which a _ po- 


tential investor will be interested. 


Another point on which the investor 
will want information is the relations 
between the Independent and the regu- 
latory body which has jurisdiction ove 
it. Harmonious relations 
latory commissions are of utmost value 
at all times, and particularly when the 
Independent must seek 
Complete data as to the 
expiration of all franchises and gov- 
ernmental permits for operation should, 
of course, be included. 


with regu- 


rate relief. 


| 


terms and 


most 
investors 


I have mentioned the 
tant requirements of 
occur to me, and I would suggest to all 


impor- 
which 
Independents who contemplate going 
into the new money market that they 
plan their program well in advance and 
accumulate as much of this 
tion as they can. This will consider- 
ably conserve the time required on the 


informa- 


part of the investor in making his 
investigation and decision, and the sal 
of the new securities will according) 
be facilitated. 

Whether or not the Independent re- 


tains outside help in negotiating its 
financing, the accumulation of this ma- 
terial in advance will expedite the en- 
tire program, since the amou! of 
material which must be gathered to 
gether at the last minute will be sub- 
stantially than if no advance 
preparations were made. Obviously, 
through such advance preparation the 
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Independent will present its case in- 
telligently. 


In conclusion, the Independent tele- 
phone industry is a vital factor in the 
economic life of the nation and it must 
go forward. While it faces many prob- 
lems in obtaining the required new 
capital with which to modernize and 
meet the growing demand for service, 
such problems are not insurmountable 
under hard working and _ resourceful 
management and with a cooperative 
spirit on the part of the regulatory 
commission. 





New Yorkers 
To Rochester 


(Continued from page 25) 





egislative bodies, regulatory commis- 
sions and corporate business manage- 
ment to direct their efforts towards 
nducing the flow of capital equity into 
business channels, Mr. Bailey em- 


hasized. 


Concerning the efforts of telephone 
companies to catch up with the de- 
mand for service, Mr. Bailey pointed 
uut that telephone facilities had been 
expanded tremendously since the _ be- 
ginning of the war, but that unfilled 
rvders still are larger than ever be- 
fore. He asserted that “if commissions 
and other public bodies are justified 
under the 
confronting us, 


n eriticizing our service 
conditions 
then we are justified in asking them 
to help us obtain under 
which priorities may be given our 
manufacturers with which to obtain 
critical material with which to fabri- 
cate much-needed equipment.” 


shortage 


legislation 


Such a course means regimentation, 
he pointed out, declaring that he did 
not advocate priorities. 


“Il do advocate, however,” Mr. Bailey 
said, “realistic recogition, on the part 
of commissions and other bodies, of the 
shortage problems facing us.” 


Philosophy for Business-Govern- 
ment Relations” was the subject of an 
address by Francis X. Welch, Wash- 
ington editor of TELEPHONY, which 
was published in full in the June 5 
issue of this publication. 


P. P. Stathas, Chicago, Ill., senior 
partner, Duff & Phelps, addressed the 
convention on “Problems Faced by In- 
dependents in Obtaining New Capital.” 
It is published in full on other pages 
of this issue. 


_ The convention closed with a highly 
informative plant forum, the modera- 
‘or of which was S. Fred Nixon, West- 
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“ATTENTION THE UNIVERSE: 
... BY KINGDOMS, 
RIGHT WHEEL!” 


rHis confident note, the first 


(<* 
“telegram” was dispatched on 
January 24, 1838. Before a group of 
distinguished men, inventor Morse 
clicked off the imperious words in 
a public demonstration of the tele- 
graph at New York University. 

from the birth of 


Almost wire 


communication, Hemingray Insula- 
tors have supplied the requirements 
of the industry. ‘Today, more than 
ever, they are available for im- 
mediate delivery in large or small 


quantities at most jobbers. 


Write for the complete historical 


of 


outline 


insulator development. 


Hemingray Insu- 
lators have been 
the 
communications 
field fo 


eighty years. 


leaders in 


over 
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field, N. Y., director and secretary of 
the New York association. 

Fred M. Johnson, Johnstown, N. Y., 
division plant superintendent, Upstate 


Telephone Corp. of New York, spoke 
| on 


“Plant Preparation 
Conversions.” 


Before Dial 
Arvid E. Anderson, engineer, James- 
(N. Y.) Telephone Corp., dis- 
cussed “Economical Planning and Use 
of Cable.” 

R. B. Strite, Albany, engineer, New 
York Telephone Co., had as his sub- 


| ject, “Carrier Telephone Systems.”’ 


G. F. Shoemaker, Norwich, assistant 
general manager, Chenango & Unadilla 
Telephone Corp., spoke on “Contract 
Construction.” 

The following directors were elected 
by the convention: F. D. Fancher, 
Middletown; Leo G. Foss, Jr., New- 
port; W. M. Griswold, Clifton Springs; 
F. A. Kelley, Kinderhook; L. H. Meyer, 
Johnstown; W. A, Norwich; 
H. C. White, Jamestown, and J. E. 
Wykoff, Rochester. Other directors are 
S. A. Birdsall, 
Dudley, Cato, 
Westfield. 

The 


as follows: 


Seely, 


Margaretville; C. S. 


and S. Fred Nixon, 


all officers 
President, Mr. Seely; vice 
president, Mr. White; executive secre- 
tary, Mr. Ryder; secretary, Mr. Nixon, 
and 


directors re-elected 


treasurer, L. L. Carter, Norwich. 


VV 
OBITUARY 
OLE GULLICKSEN, 81, Highland Park, 
Ill., founder and _ president of the 
Churchill Cabinet Co. and active in 
numerous business and civie organiza- 
tions, died May 28, in Norwegian 


American Hospital, Chicago, Ill. 

Mr. Gullicksen born in 
grund, Norway and came to America 
at an early age, founding the Churchill 
Cabinet Co. in 1904. He was a director 
of the Illinois Manufacturers Associa- 
tion, the Lumbermen’s Mutual Cas- 
ualty Co., Central National Bank, past 
president and treasurer of the Chicago 
Furniture 


was Pors- 


Manufacturers Association 
and a trustee of the Norwegian Amer- 
ican Hospital. 

Surviving 
Spencer T., 


are five sons, Owen L., 
Rowland H., Willard A., 
and Gordon O.; three daughters, Mrs. 
Myrtle Heimerle, Mrs. Ruth Byrne, 
and Mrs. Marguerite Breyer; 18 grand- 
children, and 7 great grandchildren. 


+o . - 
WiLL M. MAvupPIN, 85, Democratic 
nominee for the Nebraska State Rail- 


way Commission for the short term, 
died June 12 of a heart attack at his 
home in Clay Center, Neb. Mr. Maupin 
served commissioner from 1934 
until He had previously 


as a 


1940. been 





and 


state labor commissioner 
publicity director. 


State 


He was one of the organizers and 
first president of the Nebraska Fed- 
eration of Labor, and during his many 
years Nebraska had owned and 
edited several small town weekly news- 
well 


in 


as being a member 
of Lincoln and Omaha 
and associate editor of 


William Jenning Bryan’s Commoner. 


LaCroix, Edison Elected 
IT&T Directors 

The election 
Morris F. 
International 
Co. 
Sosthenes 
dent 


papers, as 
of the staffs 
newspapers 


Edison and 
as directors of the 
Telephone & Telegraph 
by Col. 


presi- 


of Charles 
LaCroix 
announced June 9 
Behn, 
of the corporation, following a 
regular meeting of the board of direc- 


tors. 


was 


chairman and 


Mr. Edison is president and director 
of Thomas A. and for- 
merly of New 
Jersey from 1941 to 1944, and as Sec- 
retary of the United States Navy from 
1939 to 1940. 

Mr. chairman of the 
board of the General Telephone Corp., 


Edison, Inc., 


served as 


governor 


LaCroix is 


and also is a partner in the brokerage 


firm of Weber, 
Curtis. 


Paine, Jackson and 





Convention Date Set 


The North Carolina Independ- 


ent Telephone Association will 
hold its 1948 convention at 
Grove Park Inn, Asheville, on 


Oct. 25 and 26, it was announced 


recently. 
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